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DETERMINATIONS  AND  FINDINGS  FOR  THE 
SPACE  SHUTTLE  PROGRAM 


THURSDAY,  NOVEMBER  30,  1995 

U.S.  House  of  Representatives, 

Committee  on  Science, 
Subcommittee  on  Space  and  Aeronautics, 

Washington,  DC. 

The  subcommittee  met  at  10:00  a.m.  in  Room  2318  of  the  Ray- 
bum  House  Office  Building,  the  Honorable  F.  James  Sensen- 
brenner,  chairman  of  the  subcommittee,  presiding. 

Mr.  Sensenbrenner.  The  Subcommittee  will  be  in  order. 

Earlier  this  year,  NASA's  Space  Shuttle  Independent  Manage- 
ment Review  Team,  led  by  Dr.  Christopher  Kraft,  recommended 
consolidating  shuttle  contracts  in  order  to  reduce  costs. 

More  importantly,  the  Kraft  report  indicated  that  contract  con- 
solidation would  improve  accountability  and  help  increase  shuttle 
safety. 

For  these  reasons,  this  Committee  has  supported  consolidation  of 
shuttle  operations  under  a  single  prime  contract  and  I  still  support 
the  concept. 

However,  the  process  NASA  is  using  to  transition  into  a  single 
prime  contract  does  raise  some  significant  concerns. 

On  August  21,  1995,  NASA  held  an  extensive  briefing  for  indus- 
try representatives  to  discuss  the  process  of  consolidating  85  space 
shuttle  contracts  under  a  single  prime  contractor.  Four  firms  sub- 
mitted letters  of  intent  to  NASA,  reporting  their  desire  to  on 
NASA's  proposal  to  be  the  single  prime  contractor.  These  included 
some  of  the  most  well-known  aerospace  and  management  compa- 
nies in  the  United  States,  including  Boeing,  McDonnell  Douglas, 
the  Bamsi  Corporation,  and  the  United  Space  Alliance  formed  by 
Lockheed-Martin  and  Rockwell. 

On  September  27th,  we  held  a  shuttle  safety  hearing  in  which 
NASA  delivered  a  single  page  of  testimony  which  said  nothing 
more  than  "trust  us."  The  paucity  of  information  available  fi*om 
NASA  in  that  hearing  was  shocking,  especially  since  NASA  was  in 
the  process  of  studying  safety  in  the  context  of  contract  consolida- 
tion. That  raised  concerns  that  NASA  might  not  have  adequately 
planned  to  preserve  safety.  So  we  decided  to  have  a  second  hearing. 

On  November  7th,  the  NASA  Administrator,  who  is  here  with  us 
today,  gave  this  Committee  just  a  few  hour's  notice  that  NASA  was 
suspending  the  competition  for  a  single  prime  contract  and  would 
make  the  award  on  a  non-competitive  basis  to  the  United  Space  Al- 
liance. NASA  intends  to  spend  the  next  year  or  so  negotiating  this 

(1) 


contract  with  the  Space  AlHance,  which  we  were  told  became  a 
legal  entity  only  a  week  ago. 

Representatives  from  the  Alliance  were  verbally  invited  but  de- 
clined to  testify  at  today's  hearings. 

Although  NASA's  announcements  seemed  timed  to  take  Congress 
by  surprise,  we  fortunately  scheduled  the  second  hearing  on  shuttle 
safety  for  November  9th,  and  the  NASA  witness  at  that  time  gave 
us  quite  a  bit  of  information  about  the  status  of  the  shuttle  pro- 
gram, its  restructuring  and  NASA's  goals  for  maintaining  safety 
during  the  contract  consolidation. 

While  we  appreciate  this  earUer  testimony,  I  still  have  some  of 
the  concerns  about  the  shuttle  program  that  I  expressed  three 
weeks  ago. 

In  general,  this  Congress  supports  competition  as  the  primary 
means  by  which  we  produce  innovation,  reduce  costs  to  the  tax- 
payer, and  improve  management. 

The  Committee  accepted  the  need  to  restructure  the  shuttle  pro- 
gram in  order  to  save  money  and  to  improve  safety  through 
streamlined  accountability,  but  it  is  not  readily  apparent  that 
eliminating  competition  from  the  process  of  selecting  a  shuttle  op- 
erator will  accomplish  these  goals. 

Certainly  NASA  has  given  up  any  leverage  it  had  in  negotiations 
with  the  United  Space  Alliance  by  going  to  a  non-competitive  con- 
tract. 

We  also  understand  and  greatly  appreciate  Mr.  Goldin's  effort 
under  the  zero-based  review  to  cut  costs  without  reducing  pro- 
grams. But  I  cannot  help  but  wonder  if  NASA  has  attempted  to 
treat  the  shuttle  program  as  a  cash  cow  which  the  agency  can  raid 
in  order  to  fund  other  programs. 

The  speed  with  which  NASA  decided  to  aw£ird  the  shuttle  prime 
contract  to  an  entity  that  in  itself  is  in  the  process  of  being  created 
contributes  to  this  concern.  It  is  not  clear  that  NASA  put  adequate 
thought  into  this  process  and  simple  assertions  from  the  Agency 
that  it  is  acting  to  serve  the  national  interest  do  not  constitute  evi- 
dence that  NASA  is  doing  the  right  thing. 

When  all  is  said  and  done,  this  process  of  shuttle  contract  con- 
solidation may  not  pass  the  smell  test.  This  does  not  mean  that 
NASA  made  the  wrong  decision  or  acted  improperly. 

We  don't  have  enough  information  to  make  that  determination 
yet,  but  the  more  I  have  learned  in  recent  weeks,  the  more  ques- 
tions seem  to  present  themselves. 

At  this  point,  the  burden  of  proof  rests  with  NASA.  Until  Con- 
gress is  convinced  that  NASA  acted  correctly  and  judiciously  in 
awarding  the  Agency^s  single  largest  operational  program  to  a  cor- 
porate entity  without  the  benefits  of  competition,  the  Federal  Gov- 
ernment should  not  go  too  far  down  the  road  in  implementing  this 
type  of  transition. 

At  this  point,  I  would  like  to  yield  the  floor  to  the  distinguished 
ranking  minority  member,  Mr.  Hall,  for  an  opening  statement. 

And  without  objection,  opening  statements  of  other  members  of 
the  Committee  will  appear  in  the  hearing  record  following  Mr. 
Hall's  statement. 


Mr.  Hall.  Mr.  Chairman,  I  thank  you  and  I  think  your  opening 
statement  was  excellent  and  pretty  well  set  the  stage  for  the  hear- 
ing today. 

And  I  want  to  welcome  Administrator  Goldin  back  before  the 
Subcommittee.  I  think  you  and  the  rest  of  the  NASA  team  have 
done  an  outstanding  job,  and  I'm  very  proud  of  the  job  you've  done 
in  tough  budgetary  times,  and  often  confusing  budgetary  times. 

I'd  just  like  for  you  to  know  that  your  efforts  are  appreciated  and 
look  forward  to  hearing  you  today. 

As  you  know,  we  have  to  evsJuate  the  determination  and  find- 
ings that  NASA's  submitted  to  Congress,  and  we  have  to  focus  on 
your  intent,  and  you're  the  guy  that's  got  to  tell  us  what  that  in- 
tent is. 

This  is  an  opportunity  for  you  to  give  us  the  background  of  how 
and  why  you  arrived  at  the  conclusion  that  you  did. 

Lockheed-Martin  and  Rockwell  International,  two  partners  in  the 
United  Space  Alliance,  have  been  very  supportive  of  the  shuttle 
program  with  distinction  from  the  inception  of  the  program. 

So  we've  got  a  lot  going  for  us,  and  I  have  no  doubt  that  the/re 
going  to  continue  to  perform  in  the  years  ahead. 

However,  as  the  Chairman  said,  the  Space  Shuttle  program  is 
the  absolute  centerpiece  of  U.S. -manned  space  flight  program,  and 
is  critical  to  the  successful  assembly  and  operation  of  the  space  sta- 
tion. 

We  have  to  be  sure  that  any  changes  that  are  made  to  the  shut- 
tle program  do  not  jeopardize  the  safe  and  efficient  operation  of  the 
shuttle,  among  other  things. 

In  addition,  I  think  we  have  to  be  sure  that  any  contract  that's 
negotiated  is  both  fair  to  industry  and  fair  to  the  interests  of  this 
government. 

I'm  a  strong  believer  in  the  benefits  of  competition.  This  is  a  day 
and  time  that  this  Congress  is  pushing  competition.  It  eases  into 
Eilmost  every  discussion  we've  had;  telecommunications  and  all  the 
other  discussions  that  we've  had  is  competition,  and  I'm  a  strong 
believer  in  it. 

And  I  think  the  idea  of  a  non-competitive  contract  is  something 
that  we  just  have  to  examine  very  closely.  Now  I  don't  exclude  it 
as  being  a  tool  to  work  with,  but  I  think  that  being  said,  you've 
made  some  strong  arguments  in  your  determination  and  your  find- 
ings. 

And  I  hope  that  today's  testimony  will  address  any  other  con- 
cerns that  the  members  might  have. 

It  gets  to  where  you  have  to  reach  a  matter  of  trust  and  two 
Presidents  have  trusted  you  and  your  guidance  and,  so  far,  they've 
been  right. 

Back  in  the  old  days,  Mr.  Chairman,  my  grandmother  used  to 
make  our  clothes,  and  she  always  cut  a  pattern  first,  and  then  fol- 
lowed that  pattern.  Today,  I  hope  we  hear  how  you've  cut  a  pattern 
and  how  you've  followed  it,  how  you  arrived  at  the  pattern,  and  I 
thank  you  for  your  appearance  here  today. 

Thank  you,  Mr.  Chairman. 

Mr.  Sensenbrenner.  Thank  you  very  much,  Mr.  Hall. 


[The  prepared  statements  of  Hon.  Ralph  M.  Hall,  Hon.  Dave 
Weldon,  Hon.  George  E.  Brown,  Jr.,  and  Hon.  Sheila  Jackson  Lee 
follow:] 

Prepared  Statement  of  Hon.  Ralph  M.  Hall,  a  Representative  m  Congress 
From  the  State  of  Texas 

Good  morning.  I  first  want  to  welcome  Administrator  Goldin  back  before  the  Sub- 
committee. I  think  that  you  and  the  rest  of  the  NASA  team  have  done  an  outstand- 
ing job  in  adjusting  to  the  very  tough  budgetary  times  that  we  face  these  days,  and 
before  we  get  to  the  topic  of  today's  hearing,  I  would  just  like  to  let  you  know  that 
your  efforts  have  been  appreciated. 

As  you  know,  we  have  to  evaluate  the  Determination  and  Findings  that  NASA 
has  recently  submitted  to  the  Congress.  That  D&F  is  focused  on  NASA's  intention 
to  seek  a  non-competitive  contract  with  the  United  Space  Alliance  to  operate  the 
Space  Shuttle.  Lockheed-Martin  and  Rockwell  International,  the  two  partners  in  the 
United  Space  Alliance,  have  supported  the  Shuttle  program  with  distinction  since 
its  inception,  and  I  have  no  doubt  that  they  will  continue  to  perform  as  well  in  the 
coming  years.  However,  the  Space  Shuttle  program  is  the  centerpiece  of  the  U.S. 
manned  spaceflight  program  and  is  critical  to  the  successful  assembly  amd  operation 
of  the  Space  Station.  We  have  to  be  sure  that  any  changes  we  make  to  the  Shuttle 
program  do  not  jeopardize  the  safe  and  efficient  operation  of  the  Shuttle. 

In  addition,  we  nave  to  be  sure  that  any  contract  that  is  negotiated  is  both  fair 
to  industry  and  in  the  interest  of  the  government.  I'm  a  strong  believer  in  the  bene- 
fits of  competition,  and  so  I  think  that  the  idea  of  a  non-competitive  contract  is 
something  that  needs  to  be  examined  carefully.  That  being  said,  I  think  that  you 
have  made  some  strong  arguments  in  your  Determination  and  Findings,  and  I  hope 
that  today's  testimony  will  address  any  other  concerns  that  the  Members  mignt 
have. 

Again,  welcome  Mr.  CSroldin,  and  I  look  forward  to  your  testimony. 


Prepared  Statement  of  Hon.  Dave  Weldon,  a  Representative  in  Congress 
From  the  State  of  Florida 

I  want  to  thank  the  Chairman  for  calling  this  hearing  on  the  Space  Shuttle  prime 
contract.  I  also  thank  you,  Mr.  Groldin,  for  appearing  before  this  committee  to  ex- 
plain NASA's  decision  regarding  this  most  important  issue. 

I  applaud  the  efforts  of  NASA  to  find  more  efficient  and  cost-effective  ways  to  op- 
erate the  Shuttle,  and  I  support  exploring  initiatives  that  may  save  taxpayer  dol- 
lars. Additionally,  I  recognize  the  challenges  that  NASA  faces  as  we  move  closer  to 
First  Element  Launch  of  the  international  Space  Station.  However,  as  you  well 
know,  and  as  I  have  expressed  in  previous  hearings,  the  Space  Shuttle  is  an  ex- 
traordinarily complex  vehicle.  NASA  must  move  with  extreme  caution  in  any  re- 
structuring effort  to  ensure  that  safety  is  not  compromised. 

Questions  have  been  raised  about  the  process  NASA  undertook  in  selecting  Unit- 
ed Space  Alliance  (USA)  to  be  the  single  source  contractor  for  operation  of  the  Space 
Shuttle.  I  look  forward  to  knowing  fully  your  reasoning  behind  this  decision. 

The  outstanding  record  of  success  that  NASA's  Shuttle  program  has  enjoyed  is 
due  in  large  part  to  the  dedication  and  commitment  of  the  employees  of  the  Process- 
ing Team  at  Kennedy  Space  Center  and  at  other  NASA  centers  involved  in  the  proc- 
ess. Rockwell  and  Lockheed-Martin  are  recognized  as  two  of  the  most  capable  com- 
panies in  the  aerospace  industry,  and  we  would  not  have  the  successful  Shuttle  pro- 
gram we  have  today  without  the  outstanding  technical  skills  they  each  bring  to  the 
program.  Having  witnessed  first-hand  the  amazing  successes  in  the  Shuttle  pro- 
gram, I  have  a  great  deal  of  confidence  in  all  of  the  highly  trained  and  effective  civil 
servants  and  contractors  who  perform  their  demandmg  tasks  in  the  fish  bowl  of 
public  attention.  The  technicians,  engineers,  and  managers  involved  in  the  launch 
and  operation  of  the  Space  Shuttle  are  to  be  applauded  for  their  outstanding  per- 
formance. It  is  imperative  that  their  experience  and  dedication  to  the  program  not 
be  overlooked  as  NASA  moves  toward  a  new  single  prime  contract  and  I  expect  that 
they  will  be  more  involved  in  the  planning  and  implementation  of  this  transition. 

Additionally,  I  continue  to  be  concerned  about  the  proposed  consolidation  of  Space 
Shuttle  and  Space  Station  operations  under  the  single  prime  contract.  I  believe  this 
action  would  complicate  and  possibly  compromise  the  transition  of  the  Shuttle  oper- 
ations and  should  be  rejected  at  this  time,  and  I  hope  that  NASA  will  do  everything 
possible  to  ensure  that  any  future  contracts  for  Space  Station  operations  will  be  fair- 
ly competed. 


I  want  to  do  everything  possible  to  make  sure  the  right  decisions  are  made  on 
behalf  of  the  Space  Shuttle  program  and  its  employees.  I  look  forward  to  today's 
hearing  and  want  to  continue  working  with  NASA  as  the  Space  Shuttle  program 
as  NASA  undertakes  this  significant  restructuring  of  the  Shuttle  program. 


Prepared  Statement  of  Hon.  George  E.  Brown,  Jr.,  a  Representative  in 
Congress  From  the  State  of  California 

Good  morning,  and  welcome  to  Administrator  Goldin.  I  look  forward,  as  always, 
to  hearing  your  testimony.  Today's  hearing,  which  is  focused  on  NASA's  Determina- 
tion and  Findings  for  the  Space  Shuttle  program,  will  be  an  important  opportunity 
for  Congress  to  hear  what  NASA's  plans  are  and  to  have  our  questions  addressed. 

There  is  no  question  that  the  budgetary  environment  of  the  last  several  years  has 
forced  NASA  to  restructure  its  activities  and  to  seek  different  ways  of  doing  busi- 
ness. The  Space  Shuttle  program  has  been  a  prime  example  of  NASA's  v/illingness 
to  seek  cost  reductions  in  its  programs,  and  I  think  NASA  can  take  pride  in  the 
results  achieved  to  date.  Nonetheless,  we  have  to  be  certain  that  short-term  econo- 
mies are  not  achieved  at  the  expense  of  long-term  damage  to  NASA's  critical  activi- 
ties. 

It  is  clear  that  safe  and  efficient  operation  of  the  Space  Shuttle  is  one  of  those 
critical  activities.  As  part  of  its  continuing  thrust  to  reduce  costs,  NASA  is  proposing 
to  turn  over  responsioility  for  most  Shuttle  operations  to  a  Single  Prime  Contractor. 
If  successful,  such  an  approach  could  be  a  model  for  other  activities  currently  con- 
ducted by  the  government.  However,  if  unsuccessful,  there  could  be  serious  negative 
consequences  for  the  space  program.  This  is  the  challenge  facing  NASA  and  the 
United  Space  Alliance.  I  have  no  reason  to  doubt  their  ability  to  make  this  proposed 
new  management  structure  work.  Nevertheless,  I  think  we  need  to  vmderstand  what 
is  being  planned,  and  how  the  continued  safe  operation  of  the  Shuttle  can  be  en- 
sured under  such  an  approach.  I  thus  look  forward  to  today's  testimony. 


Prepared  Statement  of  Hon.  Sheila  Jackson  Lee,  a  Representative  in 
Congress  From  the  State  of  Texas 

Good  morning  Mr.  Goldin.  Before  we  begin  this  hearing,  let  me  commend  you  on 
the  hard  work  and  innovative  thinking  that  you  and  your  colleagues  at  NASA  have 
demonstrated.  I  realize  that  in  these  times  of  tight  budgets  and  rising  expectations 
it  is  often  difficult  to  find  compromises  between  the  conflicting  demands  placed  upon 
you  and  the  space  agency. 

Although  this  committee  has  oversight  responsibility  for  the  National  Aeronautics 
£ind  Space  Administration,  it  is  incumoent  upon  us  to  allow  you  a  degree  of  freedom 
to  accomplish  your  job  in  the  most  effective  way  you  can.  It  is  also  in  the  best  inter- 
est of  everyone  for  us  to  work  together  in  advancing  the  cause  of  science,  space  ex- 
ploration and  the  human  condition.  To  do  this  however,  we  must  establish  a  rela- 
tionship of  trust  and  openness  and  not  allow  personal  conflicts  or  unsubstantiated 
suspicions  to  cloud  our  judgment  or  association. 

Having  said  this  however,  it  is  also  our  responsibility,  much  like  a  board  of  direc- 
tors, to  ensure  that  the  investor  taxpayers  are  getting  their  moneys  worth  and  the 
company  is  being  captained  well.  And  it  is  pursuant  to  this  responsibility  that  we 
will  hear  your  testimony  today.  It  is  for  our  own  peace-of-mind  that  we  must  be  sure 
that  the  decision  to  award  a  non-competitive  contract  for  the  Space  Flight  Oper- 
ations Contract  is  well  thought  out  and  appropriate.  I,  along  with  many  of  my  col- 
leagues, have  several  concerns  about  this  contract  and  the  awarding  of  it  to  a  single 
company.  Safety  is,  of  course,  of  the  utmost  importance,  but  issues  concerning  liabil- 
ity, cost,  and  disadvantaged  businesses  are  looming  as  well. 

Rockwell  and  Lockheed-Martin,  which  are  part  of  the  recently  organized  United 
Space  Alliance  (U.S.A.)  currently  have  the  majority  of  the  shuttle  operations  con- 
tracts, and  thus  are  in  a  special  position.  This  combination  may  indeed  expedite  the 
transition  to  a  single  prime  contractor  and  keep  the  space  station  on  schedule,  but 
I  wonder  if  this  short  term  gain  will  result  in  the  long-term  success.  I  am  also  curi- 
ous as  to  how  the  United  Space  Alliance  expects  to  cut  costs  while  maintaining  safe- 
ty and  exactly  what  specific  role  NASA  employees  will  play  in  the  safety  process. 
Further,  I  am  sure  this  committee  would  like  to  hear  exactly  how  much  in  savings 
this  change  is  going  to  create  and  at  what  cost  to  loyal  NASA  employees.  Generally, 
I  appreciate  any  efforts  to  ensure  more  efficiency  in  this  major  project  and  I  believe 
over  the  long  run  this  may  be  achieved  as  our  questions  are  answered.  I  also  believe 
this  approach  can  be  effective  with  careful  oversight. 


Finally,  because  of  the  importance  and  timing  of  this  transition  to  a  single  prime 
contractor,  it  would  be  my  expectation,  Mr.  Goldin,  that  this  committee  will  want 
to  follow  carefully  the  developments  of  this  contract  and  its  negotiation,  implemen- 
tation, and  its  fiscal,  safety  and  operational  results. 

Mr.  Sensenbrenner.  As  everyone  in  the  room  is  aware,  the  Fed- 
eral Trade  Commission  is  investigating  the  antitrust  aspects  of  the 
United  Space  Alhance.  And  in  order  to  gather  a  complete  and  fac- 
tual record  that  may  be  of  use  to  the  FTC  in  its  investigation  of 
the  joint  venture  between  Lockheed-Martin  and  Rockwell,  I'm 
going  to  swear  Mr.  Goldin  in. 

So  could  you  please  stand  and  raise  your  right  hand. 

Whereupon,  Daniel  S.  Goldin  was  called  as  a  witness  herein,  and 
having  been  duly  sworn,  testified  before  the  Subcommittee  as  fol- 
lows: 

TESTIMONY  OF  DANIEL  S.  GOLDIN,  ADMINISTRATOR, 
NATIONAL  AERONAUTICS  AND  SPACE  ADMINISTRATION 

Mr.  Sensenbrenner.  Mr.  Goldin,  you  may  proceed. 

Mr.  Goldin.  I  want  to  thank  you,  Mr.  Chairman,  for  the  oppor- 
tunity to  appear  before  this  subcommittee  and  for  your  leadership 
in  revolutionizing  the  space  transportation  system. 

I  have  submitted  detailed  written  testimony,  but  with  your  per- 
mission, I'd  like  to  give  a  short,  oral  statement. 

Mr.  Sensenbrenner.  Without  objection,  the  full  written  state- 
ment will  be  included  in  the  record,  and  you  may  proceed  as  you 
will. 

Mr.  Goldin.  Thank  you. 

I  want  to  start  today  by  making  clear  to  you  how  much  we  at 
NASA  value  our  partnership  with  this  subcommittee  and  with  the 
full  Committee. 

For  nearly  four  years  and  two  Congresses  with  two  different 
chairmen,  we've  worked  together  to  transform  the  space  transpor- 
tation system. 

We're  bringing  costs  down,  we're  doing  more  for  less,  we're  mov- 
ing appropriate  functions  into  the  private  sector. 

Already  we've  realized  a  savings  of  about  one  billion  dollars  a 
year. 

I  believe  that's  a  direct  result  of  our  partnership.  The  mutual 
commitment  of  this  subcommittee  and  NASA  to  fashion  a  space 
transportation  system  that  makes  sense  for  America.  I'm  proud  of 
what  we're  doing  together. 

I  know  that  some  members  have  expressed  concern  about  the 
timing  of  NASA's  decision  to  use  other  than  full  and  open  competi- 
tion in  selecting  a  single  prime  contractor. 

I  want  to  assure  you  that  I  moved  to  notify  the  Congress  as  soon 
as  I  accepted  the  Source  Evaluation  Board's  (SEB)  recommendation 
to  me. 

I  met  with  the  SEB  chairman  on  November  3rd,  and  on  the 
morning  of  November  6th.  As  our  course  became  clear  that  morn- 
ing, we  set  up  a  meeting  for  the  next  day  with  the  leadership  of 
the  Science  Committee.  We  met  with  them  on  November  7th. 

One  of  the  time  pressures  driving  us  was  that  Wayne  Littles  was 
testifying  before  this  subcommittee  on  November  9th  on  related 
matters. 


Realizing  the  importance  of  keeping  this  Committee  informed  on 
the  status  of  this  important  issue,  we  set  up  the  November  7th 
meeting  to  explain  our  rationale  for  the  sole  sourcing. 

I  want  to  assure  you  that  we  at  NASA  believe  a  strong  partner- 
ship with  Congress  is  in  the  best  interests  of  the  space  program, 
it's  in  the  best  interests  of  the  country,  and  if  I  have  caused  any 
problems  in  my  attempt  to  communicate  with  the  Committee,  I 
apologize  up  front. 

Let  me  move  on  now  to  the  issue  at  hand.  I  want  to  talk  a  little 
bit  about  the  direction  the  shuttle  program's  been  going  in. 

Since  1992,  the  Committee  and  NASA  have  been  steadily  cutting 
shuttle  costs  while  improving  performance  capabilities.  Congress 
and  NASA  have  taken  a  hard  look  at  revamping  the  shuttle  pro- 
gram so  that  it  makes  sense  today,  and  I  would  like  to  point  out 
that  an  independent  assessment  of  reliability  of  the  shuttle  was 
done  by  SAIC  Corporation  and  the  number  that  was  quoted  for  a 
number  of  years  through  very  recently  was  based  on  a  study  done 
in  1998  [sic]  where,  on  ascent,  and  for  the  first  few  hours  on  orbit, 
they  calculated  a  failure  probability  of  one  in  78. 

Based  on  the  approach  we've  taken  and  based  upon  the  upgrades 
we've  made  mainly  to  the  shuttle  engines,  they  are  now  calculating 
a  probability  of  one  in  248.  And  this  is  what  I  talk  about  when  I 
say,  as  we've  moved  along,  we  have  made  improvements  and  we 
have  been  conscious  of  safety. 

In  fiscal  1994,  the  House  adopted  a  NASA  Authorization  Bill 
that  set  cost  savings  goal  for  the  shuttle  program.  It  also  encour- 
aged NASA  to  maintain  safety.  The  bill  called  for  a  National  Acad- 
emy of  Public  Administration  review  of  shuttle  costs,  deduction 
goals  and  procedures. 

The  December  1994  NAPA  report  submitted  by  NASA  to  the 
Congress  identified  possible  management  actions  to  help  cut  costs. 

The  fiscal  1995  authorization  bills  passed  by  the  House  and  Sen- 
ate directed  NASA  to  evaluate  potential  management  consolidation 
initiatives  and  contract  incentives  to  reduce  annual  shuttle  costs. 

We  were  directed  to  preserve  quality  and  safety.  At  my  direction, 
the  Associate  Administrator  for  Space  Flight  in  August  1994  initi- 
ated a  shuttle  functional  work  force  review.  It  looked  at  the  mini- 
mum work  force  necessary  to  safely  fly  seven  shuttle  flights  a  year 
and  establish  a  base  line  implementation  plan  to  optimize  the  shut- 
tle work  force  while  ensuring  safety. 

We  forwarded  the  findings  to  Congress  in  March  1995. 

Also  in  March  1995,  the  results  of  the  Space  Shuttle  Manage- 
ment Independent  Review  Team,  under  the  chairmanship  of  Dr. 
Christopher  Kraft,  were  forwarded  to  the  Congress. 

The  findings  of  both  studies,  along  with  those  of  our  zero-based 
review,  were  adopted  by  NASA  this  spring  to  be  incorporated  in 
our  future  budget  planning. 

I've  very  gratified  by  the  continuing  leadership  of  this  Committee 
which  last  month  adopted  HR  2405  concerning  the  restructuring  of 
the  Space  Shuttle  Program. 

We  strongly  agree  with  the  emphasis  on  continued  safe  oper- 
ations of  space  transportation  systems.  In  fact,  safety  and  the  de- 
sire to  stick  to  our  schedule  is  what  drove  NASA's  decision  to  use 
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other  than  full  and  open  competition  in  choosing  a  single  prime 
contractor. 

This  is  the  only  way  we  could  meet  your  goals  and  ours.  I  deeply 
believe  that  this  is  what's  best  for  the  space  program,  I  deeply  be- 
lieve that  this  is  what's  best  for  the  country. 

My  decision  to  pursue  the  award  of  the  space  flight  operations 
contract  to  the  United  Space  Alliance  was  ultimately  based  on  a 
commitment  to  maintain  shuttle  safety  and  launch  Space  Station 
on  schedule.  It  was  that  simple.  We  take  our  commitments  very, 
very  seriously. 

Of  the  four  companies  expressing  interest  in  becoming  a  single 
prime,  only  USA  has  the  necessary  experience  base  and  existing 
operational  structure  to  minimize  schedule  and  safety  risks. 

If  we  went  with  full  and  open  competition,  and  another,  less  ex- 
perienced contractor  was  selected,  this  could  create  very  serious 
problems. 

The  milestones  required  to  meet  the  first  U.S.  space  station  ele- 
ment launch  in  late  fiscal  1997  began  in  early  calendar  1996.  So 
a  new  contractor  brought  on  board  in  September  1996  time  frame 
would  have  to  learn  the  shuttle  program  as  critical  deadlines  are 
passing.  That  could  pose  a  serious  threat  to  the  schedule  and  that 
would  be  expensive.  A  delay  of  as  much  as  one  or  two  years  could 
cost  two  to  four  billion  dollars. 

So  looking  at  the  SFOC  contract  in  isolation,  one  could  say  that 
it  might  be  the  lowest  cost  approach,  but  looking  at  the  total 
human  space  flight  program  is  the  overriding  factor  that  we  consid- 
ered. 

Cost  isn't  the  only  problem  with  a  schedule  slip.  We  have  a  com- 
mitment to  build  the  station  on  time,  a  commitment  to  this  country 
and  our  international  partners. 

Another  potential  for  a  schedule  problem  is  that  some  28  existing 
contracts  have  to  be  combined.  These  contracts  are  held  by  several 
companies,  and  any  one  of  them  could  refuse  to  grant  the  right  to 
transfer  to  a  single  prime  contractor. 

NASA's  only  leverage  would  be  to  terminate  such  contracts  for 
convenience.  This  time-consuming  process  could  threaten  the 
schedule  for  awarding  the  single  prime  contract  when  done  in  par- 
allel with  the  competition. 

USA  now  holds  69  percent  of  the  value  of  shuttle-related  prime 
contracts.  Obviously,  that  would  greatly  simplify  the  task  of  con- 
tract consolidation. 

More  importantly,  with  the  experience  and  knowledge  of  the  Alli- 
ance, the  ongoing  work  would  likely  continue  on  schedule  with 
minimal  risk  to  material  and  institutional  commitments. 

Safety  is  also  a  concern.  An  inexperienced  contractor  team  work- 
ing to  unrealistic  schedules  could  negatively  impact  safety. 

Let  me  close  with  two  final  points. 

I  know  there's  some  concern  about  the  role  of  space  flight  oper- 
ations contract  in  the  Space  Station  program.  There's  also  some 
concern  about  the  SFOC  contract  on  the  commercialization  of 
space. 

First,  this  does  not  change  in  any  way  the  role  responsibility  or 
authority  of  the  Space  Station  program  in  managing  either  the  sta- 
tion development  or  operations. 


The  Space  Station  program  will  give  the  prime  contractor  re- 
quirements. The  contractor  will  then  implement  them  in  the  form 
of  mission  planning,  training  and  support  of  mission  execution. 

All  decisions  on  matters  dealing  with  our  international  partners 
and  science  and  technology  work  on  the  station  are  still  made  by 
NASA. 

This  is  the  way  we  do  business  now.  This  is  the  way  we'll  con- 
tinue to  do  business  under  the  new  contract.  NASA  calls  the  shots; 
USA  does  not. 

Second,  the  contract  will  in  no  way  impact  the  commercialization 
and  development  of  space.  USA  would  be  responsible  for  supporting 
the  station  only  in  the  training,  flight  preparation,  and  execution 
of  what's  needed  to  operate  the  station. 

The  Alliance  would  have  no  connection  to  the  research  done 
aboard  the  station  or  the  product  development  that  may  come  out 
of  that. 

These  would  be  decisions  made  by  industry  scientists  and  tech- 
nologists. In  fact,  as  shown  in  Attachment  Six,  and  I  have  this  as 
the  first  chart  on  the  board  here,  80  percent  of  all  Space  Station 
funds  would  be  available  for  some  form  of  competition  commer- 
cialization or  privatization  in  2002. 

And  if  you  see  that  one  wedge  there,  which  I  believe  is  14  per- 
cent of  the  overall  Space  Station  contract,  that  is  the  portion  of  the 
operations  held  by  the  potential  SFOC  contract. 

And  if  we  wanted  to  compete  that  portion,  we'd  have  to  compete 
the  whole  SFOC  contract.  Ajid  this  is  Chart  6  in  my  formal  submis- 
sion to  you. 

We  will  closely  monitor  the  performance  of  the  SFOC  contractor. 
If  we  determine  that  it's  in  the  best  interests  of  the  public,  we  will 
take  action  to  recompete  this  contract  at  approximately  the  end  of 
Space  Station  assembly  time  fi*ame. 

If  you  go  to  the  next  chart,  please?  As  shown  by  Attachment 
Seven  in  my  written  statement,  and  the  next  chart  up  here,  84  per- 
cent— now  we  have  the  shuttle  plus  the  station — 84  percent  of  the 
human  space  flight  and  related  science  budget  will  be  competable 
in  2002.  And  I  know  members  were  concerned  that  we  may  be 
going  down  a  path  that  would  preclude  competition  in  the  future. 

Mr.  Chairman,  distinguished  members,  I  believe  this  is  the  right 
way  to  go.  It's  our  best  offense  against  schedule  slips,  unnecessary 
expense,  and  threats  to  safety. 

Full  competition  is  often  the  right  choice,  but  not  at  this  time. 

We  worked  through  an  orderly  process  to  arrive  at  this  decision, 
and  we  came  to  you  as  soon  as  it  was  made.  This  is  our  best  judg- 
ment, our  best  estimates  of  the  tradeoffs  and  consequences  of  ei- 
ther course. 

In  some  ways,  it  would  have  been  easier  to  use  full  and  open 
competition,  and  then  bureaucratically  throw  our  hands  up  if  dead- 
lines were  missed,  and  say,  well,  we  slipped  the  Space  Station  be- 
cause we  had  to  wait  for  competition. 

But  in  my  view,  that  would  not  be  wise,  it  would  not  be  in  the 
best  interests  of  the  country,  £md  it  gives  you  the  opportunity  to 
hold  our  feet  to  the  fire  and  have  no  excuses. 
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I  want  to  thank  you  again,  Mr.  Chairman,  for  your  leadership  in 
holding  this  hearing.  I  want  to  thank  you  for  your  determination 
to  give  the  American  public  the  best  value  for  its  dollar  and  the 
space  program  it  deserves. 

I  look  forward  to  answering  any  questions. 

[The  prepared  statement  of  Administrator  Goldm  tollows:J 
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Statement  of 


Daniel  S.  Goldln 

Administrator 

National  Aeronautics  and  Space  Administration 


before  the 

Subcommittee  on  Space  and  Aeronautics 

Committee  on  Science 

House  of  Representatives 


November  30,  1995 


Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  here  today  to  address  in  detail  the  rationale  for  NASA's  decision  to  use  other 
than  full  and  open  competition  in  selecting  a  single  prime  contractor  to  consolidate 
existing  Space  Shuttle  related  contracts.   I  would  also  like  to  respond  to  any 
questions  Members  of  the  Committee  may  have  regarding  the  implications  of  the 
resulting  Space  Flight  Operations  Contract  (SFOC)  relative  to  the  International 
Space  Station,  particularly  regarding  operations  of  the  Space  Station  and 
opportunities  for  commercialization. 

Background 

Mr.  Chairman,  our  mutual  interest  in  reducing  the  costs  of  the  Space 
Transportation  System,  while  preserving  safety,  is  reflected  in  a  history  of 
cooperative  efforts  among  the  Administration,  NASA  and  the  Congress,  and,  in 
particular,  this  Committee.   Since  1992,  the  NASA  Shuttle  Program  has  reduced 
the  costs  of  operations  while  improving  performance  and  capabilities.  A  variety  of 
cost  reduction  measures— including  management  efficiencies  and  elimination  of 
obsolete  or  marginally  effective  tasks  and  requirements— has  produced  program 
savings  to  date  of  approximately  $  1  billion  per  year  while  maintaining  safety. 

o        In  FY  1 994,  the  House  adopted  a  NASA  authorization  bill  which  established 
cost  savings  goals  for  the  Space  Shuttle  program,  while  encouraging  NASA 
to  accomplish  those  savings  in  a  way  that  would  not  have  a  negative 
effect  on  safety.  The  bill  also  called  for  a  National  Academy  of  Public 
Administration  (NAPA)  review  of  Space  Shuttle  Costs,  Reduction  Goals  and 
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Procedures.  The  December  1994  NAPA  Report  submitted  by  NASA  to  the 
Committee  Identified  a  series  of  possible  management  actions  to  help  reduce 
costs. 

0        In  FY  1995,  the  House-  and  Senate-passed  NASA  authorization  bills 
included  an  identical  provision  entitled,  "Space  Shuttle  Cost  Reduction 
Initiatives,"  which  called  for  an  examination  by  NASA  to  evaluate  potential 
management  consolidation  initiatives  and  contract  incentives  to  be  used  to 
reduce  the  annual  cost  of  the  Space  Shuttle  program  while  preserving 
quality  and  safety. 

In  view  of  the  pace  of  the  reductions  NASA  had  been  accomplishing,  the 
Associate  Administrator  for  Space  Flight,  at  my  direction  in  August  1994, 
initiated  a  Shuttle  Functional  Workforce  Review  to  identify  the  minimum 
workforce  necessary  to  safely  fly  seven  Shuttle  flights  per  year  and  to 
establish  a  baseline  and  implementation  plan  to  optimize  the  Shuttle 
workforce  while  ensuring  safety.  The  findings  of  this  review  were  forwarded 
to  the  Committee  in  March  1995.    Also  in  March  1995,  the  findings  of  the 
Space  Shuttle  Management  Independent  Review  Team,  under  the 
chairmanship  of  Dr.  Christopher  Kraft,  were  forwarded  to  the  Committees. 
The  Report  recommended  that  NASA  consolidate  all  program  operations 
under  a  single  business  entity,  such  as  a  single  prime  contractor. 

The  fundamental  premises  of  this  recommendation  are: 

separation  of  the  operations  ftmctions  from  the  development 
activities  within  the  program; 

elevation  of  the  NASA-contractor  interface  to  the  program  level  to 
disengage  NASA  daily  operations  activities  and  empower  the 
contractor  to  assume  this  responsibility;  and, 

development  of  a  contract  structure  to  incentivlze  the  contractor 
to  reduce  operations  while  maintaining  safety  of  flight  and  mission 
success. 

The  fmdings  of  both  the  Shuttle  Functional  Workforce  Review  and  the 
Space  Shuttle  Management  Independent  Review  Team  were  adopted  by 
NASA  in  the  spring  of  1995  and  the  Shuttle  program  began  preparation  for 
contractor  consolidation.   Consistent  with  this  objective,  NASA,  in  August 
1995,  held  a  briefing  for  industrj'^  on  the  Agency's  Shuttle  Program 
restructuring,  obtaining  responses  in  September. 

I  am  grateful  for  the  continuing  leadership  of  this  Committee,  as  reflected  in 
H.R.  2405,  adopted  in  October  1995,  concerning  the  restructuring  of  the  Space 
Shuttle  program,  particularly  the  direction  that,  as  NASA  moves  toward  a  single 
prime  contractor,  the  Agency  give  priority  to  continued  safe  operation  of  space 
transportation  systems. 


13 


Scope  of  the  Space  Flight  Operations  Contract  (SFOCl 

The  Space  Shuttle  program,  in  many  areas,  has  matured  and  requires  less 
Government  involvement  in  the  day-to-day  activities  than  during  the  design 
and  development  and  early  phases  of  operation.   Due  to  design  changes  being 
made  to  improve  safety,  design  changes  required  by  environmental  regulations 
and  parts  obsolescence,  and  design  changes  required  to  meet  Space  Station 
requirements,  other  areas  of  the  program  still  require  today's  level  of  Government 
management  and  oversight.   It  is  our  intent,  in  establishing  the  SFOC,  to 
consolidate  all  mature  operational  areas  of  the  program  and  associated  contracts 
under  a  single  prime  contractor.  As  the  ongoing  design  and  development  work  is 
completed,  those  projects  would  also  be  incorporated  into  the  SFOC.  The 
transition  to  a  restructured  Shuttle  program  will  be  carefully  planned  and 
controlled  to  insure  safety. 

The  Space  Flight  Operations  Contract  will  be  managed  by  a  NASA  progrsmi 
ofBce  which  will  be  fully  responsible  for  assuring  that  the  contractor  meets  all  fiscal 
and  technical  responsibilities  contained  within  the  contract.  There  will  be  no 
change  in  overall  Government  responsibility  for  the  Space  Shuttle  program  and  no 
Government  assets  will  be  transferred  to  the  contractor  at  this  early  stage.  The 
Government  will  give  the  contractor  more  responsibility  for  day-to-day  operations 
and  the  contractor  will  manage  some  contracts  presently  managed  by  NASA,  while 
not  displacing  NASA's  responsibility  for  formulating  policy,  establishing  program 
priorities,  providing  technical  direction,  or  performing  safety  and  mission- 
assurance  related  insight  and  audit  functions.  The  Government  will  maintain 
sufficient  audit  and  surveillance  to  assure  that  contract  conditions  and 
requirements  are  met  and  that  safety  is  maintained.  The  Government  will  also 
conduct  independent  technical  assessments  of  technical  issues  and  have  sufficient 
technical  insight  into  the  program  to  support  critical  program  decisions.  The 
Associate  Administrator  for  Space  Flight  will  still  chair  each  Flight  Readiness 
Review  Board  and  will  be  the  final  authority  for  commit  to  flight. 

In  making  these  program  changes,  NASA  is  increasing  the  content  and  scope  of 
work  being  performed  by  the  private  sector.  In  doing  so,  we  are  increasing  our 
contracting  out,  which  we  regard  as  a  subset  of  privatization   (Attachment  1).      In 
making  this  contract  consolidation,  we  are  also  posturing  the  program  for  possible 
future  transfer  of  responsibibty  for  providing  these  services  to  the  private  sector. 
As  a  part  of  our  Request  for  Proposals,  we  will  request  that  the  Space  Flight 
Operations  Contractor  submit  concepts  for  eventual  privatization  of  all  or  parts  of 
space  flight  operations,  consistent  with  direction  Included  in  H.R.  2405.  We  are 
prepared  to  support  this  potential  change  as  long  as  safety  can  be  assured  and 
Government  requirements  can  be  met.   However,  industry  must  be  veiling  to  accept 
Increased  responsibility  and  liability  for  the  assets.   In  addition,  existing 
Government  restrictions  on  the  use  of  Shuttle  must  be  changed.  As  you  know, 
NASA  is  pursuing  the  next  generation  of  launch  vehicle  with  private  industry.  This 
vehicle,  which  we  envision  to  be  a  commercial  system,  could  significantly  influence 
our  plans. 
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Existing  contracts  will  be  phased  into  the  SFOC.  Those  contracts  which  are 
currently  held  by  the  two  United  Space  Alliance  contractors  will  be  consolidated  in 
phase  one  (Attachment  2).  A  second  group  of  contracts,  also  considered  to  be 
operational  but  held  by  other  contractors,  would  be  addressed  in  phase  two 
(Attachment  3).    These  two  groups  of  contracts  include  logistics,  vehicle 
integration,  launch  preparation,  launch  execution,  post  launch  processing,  and 
systems,  facilities  and  equipment  operation  at  the  Kennedy  Space  Center.  At  the 
Johnson  Space  Center,  systems  and  cargo  integration,  training,  flight  preparation, 
flight  operations  systems  and  equipment,  flight  crew  systems  support  and 
International  Space  Station  program  support  are  included.  The  third  phase  would 
incorporate  contracts  which  sUll  have  si^iiflcant  ongoing  development 
(Attachment  4).  These  include  the  Space  Shuttle  Main  Engine,  Eternal  Tank, 
Redesigned  Solid  Rocket  Motor,  and  flight  software  contracts.   Other  development 
work  wiU  be  completed  and  the  resulting  hardware  Incorporated  into  the  program. 
(The  lists  of  contracts  reflected  in  Attachments  2-4  are  subject  to  change,  based  on 
ongoing  Source  Evaluation  Board  discussions.) 

NASA  recognizes  that  the  Congress  shares  the  priority  which  NASA  places  upon 
safe  operation  of  the  Shuttle.   Dr.  Wajme  Littles  discussed  our  approach  to 
maintaining  safety  as  we  move  to  the  SFOC  during  the  Subcommittee's  hearing  on 
November  9.  We  will  continue  to  use  the  management,  communication,  and 
independent  reviews  incorporated  following  the  Challenger  accident  which  have 
served  the  program  so  well  in  recent  years.  We  will  maintain  or  strengthen  audit 
and  surveillance  of  the  contractor  s  activities  and  will  continue  to  have  detailed 
technical  insight  into  program  areas  as  necessary  to  Insure  Scifety.  We  wiU 
maintain  established  metrics  which  reflect  program  health  and  provide  indicators  of 
potential  safety  concerns.  We  will  also  add  metrics  to  monitor  the  transition 
process  in  establishing  the  single  prime  contractor.   In  addition,  we  will  establish 
an  award  fee  structure  which  emphasizes  safety  as  our  first  priority. 

SFOC  Role  in  Space  Station  Operations 

Some  concern  has  been  expressed  regarding  the  role  of  the  SFOC  in  the  Space 
Station  program,  particularly  with  respect  to  Space  Station  operations.   First,  this 
contract  does  not  change,  in  any  way,  the  role,  responsibility,  or  authority  of  the 
Space  Station  program  in  managing  either  Space  Station  development  or 
operations.   No  part  of  the  current  Space  Station  contract  with  Boeing  will  be 
included  in  the  single  prime  contract.  The  Space  Station  program  provides 
requirements  to  the  new  prime  contractor.  The  contractor  implements  the 
requirements  in  the  form  of  mission  planning,  training,  and  support  of  mission 
execution  (mission  execution  Is  a  Government  responsibibty).  All  decisions  on 
matters  dealing  with  our  international  partners  (including  launch  vehicle  mix)  and 
science  and  technology  work  to  be  done  on  Space  Station  are  still  made  by  NASA. 

The  Space  Station  program  will  manage  all  aspects  of  Space  Station  operations. 
During  real-time  operations,  the  Space  Station  Mission  Management  Team  (MMT), 
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chaired  by  the  Space  Station  program  manager,   is  fully  responsible  for  program 
decisions  related  to  Space  Station  mission  operations.   Diiring  joint  Space 
Station/Shuttle  operations,  the  Space  Station  MMT  emd  the  Shuttle  MMT  will  meet 
Jointly  and  be  co-chaired  by  the  two  Program  Managers.  The  Boeing  contractor 
representative  will  be  responsible  for  all  U.S.  assembly  hardware/software  and 
overall  Space  Station  systems  engineering  and  integration. 

The  Space  Station  work  which  will  be  included  in  SFOC  is  currently  included 
primarily  in  the  Rockwell  Space  Operations  Contract  at  JSC.   (A  relatively  small 
amount  of  work  currently  performed  by  two  institutional  contracts  for  Space 
Station  will  also  be  included).  This  work  was  won  competitively  by  Rockwell  and 
later  consolidated  with  a  similar  Shuttle  contract  to  Rockwell  to  attain  significant 
savings.  The  work  is  largely  synergistic  between  Shuttle  and  Space  Station,  and 
the  on-orbit  operations  for  Shuttle  and  Space  Station  will  be  conducted  from  a 
single  control  center  at  JSC.   However,  the  Space  Station  work  is  done  based  on 
Space  Station  provided  requirements.  This  work  for  Space  Station  includes 
training,  flight  preparation,  flight  crew  equipment,  planning  and  mission 
operations,  launch  package/ increment  management.  Ccirgo  Integration,  and  other 
support  tasks  required  by  the  Space  Station  Program  Ofiice. 

The  majority  of  the  work  currently  managed  by  the  Space  Station  program 
is  not  included  in  the  SFOC.  This  Includes  hgirdware  and  software  development, 
tesUng  and  integration,  systems  engineering  and  integration,  logistics  and 
maintenance,  sustaining  engineering,  launch  preparation,  international  partner 
interface,  manifesting/ assembly  sequence  decisions.  Space  Station  utilization, 
analytical  and  physical  integration  of  payloads.  and  logistics  carriers.   Except  for 
the  development  and  integration  work,  which  will  be  finished,  much  of  this  work 
can  be  competed  at  the  time  of  completion  of  the  assembly  of  Space  Station  (2002). 

Contractor  Selection  for  the  SFOC 

My  decision  to  pursue  award  of  the  SFOC  to  the  United  Space  Alliance  was 
ultimately  based  on  NASA's  commitment  to  launch  Space  Station  on  schedule  and 
to  maintain  safety.  A  competitive  process  for  selecting  the  prime  contractor  would 
likely  produce  the  lowest  cost  for  the  SFOC.   However,  we  could  not  view  the  SFOC 
award  in  isolation  from  other  factors.  The  total  cost  to  the  Government  could  be 
significantly  greater  if.  as  a  result  of  an  inexperienced  contractor  team,  we  suffered 
a  significant  schedule  slip  to  the  Shuttle  and  to  Space  Station  assembly.  There 
would  also  be  serious  major  impacts  to  our  international  partners  if  we  did  not 
meet  our  schedule  commitments.   Finally  an  inexperienced  contractor  team 
working  to  unrealistic  schedules  could  impact  safety. 

We  recognized  when  we  initiated  the  selection  process  that  NASA  might  need  to  use 
other  than  full  and  open  competition  to  establish  a  single  prime  contract.   However, 
we  wanted  to  compete  the  award  if  we  could  establish  that:    1)  viable  competitors 
were  available  and  interested  In  competing  for  the  contract;  and,  2)  we  could 
compete  the  contract  without  detrimental  impacts  to  the  Shuttle  or  Space  Station 
programs.  Therefore,  we  initiated  a  process  which  could  result  in  a  competitive 
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procurement,  but  which  would  include  a  full  evaluation  of  capabilities  of  potential 
proposers  who  could  be  successful  in  the  environment  of  an  ongoing  program  with 
national  and  international  commitments  and  perform  to  a  predetermined  and 
ambitious  schedule. 

To  initiate  this  process,  we  formed  a  Source  E^raluatlon  Board  (SEB)  chartered  to 
pursue  all  activities  required  to  select  a  single  prime  contractor  for  the  Space 
Shuttle  program.  We  directed  the  SEB  to  include  an  interim  evaluation  of  the 
capabilities  of  potential  offerers  to  be  successful,  without  compromise  to  critical 
program  commitments  or  safety.  This  evaluation  would  be  used  to  make  a  final 
decision  relative  to  full  and  open  competition.  The  Source  Evaluation  Board 
chairman  and  the  Associate  Administrator  for  Space  Flight  made  a  decision  to 
sobcit  pertinent  information  Irom  potential  offerers  to  aid  the  SEB  in  making  this 
critical  recommendation  to  NASA  management.  To  implement  this  decision,  the 
SEB  published  a  sources  sought  synopsis  for  the  Space  Flight  Operations 
Contract  in  the  Commerce  Business  Dally  (CBD)  on  August  21,  1995.  This 
announcement  requested  that  potential  offerers  submit  statements  of  interest 
in  becoming  the  prime  contractor  along  with  specific  information  to  allow  the 
required  evaluation.  This  information  included:    1)  statement  of  capabilities;  2) 
preliminary  concepts  for  accommodating  certain  given  principles  for  contract 
consolidation;  3)  preliminary  concepts  for  a  safe  transition  from  the  current 
management  structure  to  a  single  prime  contractor;  and,   4)  preliminary  concepts 
for  eventually  privatization  of  all  or  parts  of  Space  Flight  Operations.  TTie  CBD 
announcement  also  provided  opportunities  for  oral  presentation  by  the  prime 
contractor  candidates.  A  summary  of  the  information  requested  is  provided  as 
Attachment  5. 

In  parallel  with  the  CBD  announcement,  the  Associate  Administrator  for  Space 
Fbght  and  the  Space  Shuttle  Program  Director  conducted  an  open  formal  industry 
briefing  on  August  21,  1995,  at  the  Johnson  Space  Center  in  Houston,  Texas.  At 
this  briefing,  the  Associate  Administrator  and  Program  Director  presented:    1)  an 
overview  and  status  of  the  Shuttle  program;  2)  principles  to  be  followed  in 
restructuring  the  program;  3)   a  status  of  the  implementation  of  restructuring;  4) 
principles  for  contract  consolidation  to  a  single  prime  contract;  5)  the  planned 
approach  for  contract  consolidation;  and,  6)  a  discussion  of  transition  from  the 
current  structure  to  a  single  prime  contract.  The  contents  of  the  CBD  were 
reiterated  and  industry  was  invited  to  respond. 

In  response  to  the  above  outlined  Government  requests,  four  contractors  (BAMSI, 
United  Space  Alliance,  Boeing  and  McDonnell  Douglas)  submitted  responses 
indicating  their  interest  in  responding  to  a  Request  for  Proposals  (RFP)  to  become 
the  single  prime  contractor  for  Space  Shuttle  operations.  All  the  contractors 
provided  the  information  requested  for  evaluation.   Following  initial  evaluation  of 
the  responses,  the  SEB  heard  oral  presentations  from  the  three  contractors  who 
indicated  a  desire  to  present  to  the  board  (Boeing  declined),  and  subsequently  had 
discussions  with  all  four  contractors. 
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The  SEB,  in  parallel  with  their  development  of  a  Request  for  Proposals,  evaluated 
the  data  provided  by  the  contractors  beginning  in  late  September  1995.   Based  on 
this  evaluation,  the  board  chairman  made  a  recommendation  to  me,  that  NASA 
should  pursue  an  award  to  the  United  Space  Alliance,  a  proposed  joint  venture 
between  Rockwell  International  and  Lockheed  Martin  Corporation.  The  essential 
rationale  for  the  recommendation  made  to  me  is  summjirized  as  follows: 

1)  NASA  has  commitments  to  the  American  people,  to  Congress,  the 
Administration,  and  its  international  partners  (Russia,  Japan,  Canada,  and 
the  European  Space  Agency)  to  design,  develop,  and  assemble  the 
International  Space  Station  on  schedule. 

2)  The  Space  Shuttle  is  pivotal  to  making  the  International  Space  Station  a 
success.  The  Shuttle  must  continue  to  operate  safely  and  efficiently  for 
NASA  to  succeed  in  assembling  the  ISS  by  the  year  2002.  To  achieve  our 
commitment,  the  Shuttle  must  accomplish  a  number  of  important  tasks  in  a 
very  tight  timeframe.  The  first  and  perhaps  most  critical  task  is  to 
conduct  the  first  Space  Station  element  launch  in  late  1997.   Milestones 
required  to  meet  this  first  U.S.  launch  begin  in  early  1996.  These  milestones 
cover  a  full  range  of  preparation  for  the  initial  and  subsequent  assembly 
flights.   In  addition,  we  have  a  full  slate  of  planned  Shuttle  flights  during  this 
period  including  five  additional  docking  missions  with  the  Russian  Space 
Station  Mir  to  complete  the  phase  one  Space  Station  activities. 

3)  The  schedule  for  selection  of  a  single  prime  contractor  reflects  a  contract 
award  in  the  September  1996  timeframe.  This  allows  a  very  short  period  of 
time  for  transition  prior  to  the  first  required  Shuttle  launch  of  Space  Station 
hardware,  and  overlaps  critical  mflestones  to  prepare  for  and  accomplish 
this  launch. 

4)  To  complete  the  consolidation  required,  some  28  existing  contracts  must 
be  combined.  These  28  contracts  are  held  by  several  companies,  any  of 
which  could  refuse  to  grant  the  right  of  transfer  to  the  single  prime 
contractor.    NASA's  only  leverage,  in  this  case,  would  be  to  terminate  such 
contracts  for  convenience.  This  process  could  require  complex  and  time 
consuming  effort  in  parallel  with  the  single  prime  procurement  which  could 
further  threaten  the  schedule  for  awarding  of  the  single  prime  contract. 

5)  A  competitive  contract  award  by  September  1 996,  as  planned,  would 
require  a  new  contractor  to  leam  the  Shuttle  program  while  critical  program 
milestones  would  be  occurring.  Once  selection  had  occurred,  only  current 
contractors  would  have  the  necessary  experience  base  to  meet  critical 
schedules  without  significant  schedule  risk.  A  new  contractor  would  also 
increase  safety  risks  in  making  the  transition  in  the  relatively  short  period  of 
time  available. 

6)  Of  the  four  companies  expressing  interest  in  assuming  the  role  of  the 
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8. 

6)  Of  the  four  companies  expressing  interest  in  assuming  the  role  of  the 
single  prime  contractor,  only  the  United  Space  Alliance  (USA)  has  the 
necessary  experience  base  and  existing  operational  structure  to  minimize 
schedule  and  safety  risks.  This  proposed  alliance  presently  holds  69  percent 
of  the  value  of  the  Shuttle-related  prime  contracts  which  would  greatly 
simplify  the  task  of  contract  consolidation.   More  importantly,  with  the 
experience  and  knowledge  of  the  two  contractors  forming  the  alliance,  the 
ongoing  work  would  likely  continue  on  schedule  with  minimal  risk  to 
material  and  institutional  commitments. 

7)  The  desire  on  the  part  of  the  Administration  and  Congress  to  streamline 
NASA's  budget  and  reduce  costs  as  quickly  as  maintaining  safety  will  allow. 

8)  A  schedule  slip  of  as  much  as  one  to  two  years  could  cost  $2.0  to  4.0 
billion  would  likely  result  from  an  alternative  approach,  and  would  In  all 
likelihood  dwarf  any  potential  savings. 

Under  the  circumstances  cited  above,  I  concluded  that  the  benefits  of  contracting 
directly  with  USA  outweighed  any  benefits  from  competition.  The  final  events 
leading  to  this  decision  were  fast  paced.   I  met  with  the  Source  Evaluation  Board 
Chairman  on  Friday,  November  3,  and  again  on  Monday.  November  6.   It  became 
apparent  that  my  decision  was  leaning  heavily  toward  a  non-competitive  award. 
Recognizing  that  Dr.  Wayne  Littles  was  scheduled  to  testify  before  the 
Subcommittee  on  November  9  on  related  matters,  and  realizing  the  importance  of 
keeping  this  Committee  Informed  on  the  status  of  this  important  issue,  we 
arranged  on  Monday,  November  6,  to  meet  with  the  Committee  leadership  to 
explain  our  rationale  for  non-competing  the  contract.  After  we  met  on  Tuesday, 
November  7,  I  signed  the  Determination  and  Findings  (i.e.,  for  other  than  full  and 
open  competition)  and  forwarded  the  document,  as  required,  to  the  House  and 
Senate  leadership  with  copies  to  NASA's  Committees  of  jurisdiction.   Mr.  Chairman, 
I  would  like  to  apologize  that  this  rapid  sequence  of  determinations  resulted  in  less 
advance  consultation  with  the  Committee  than  both  NASA  and  the  Committee 
would  normally  expect. 

The  principal  overriding  benefit  of  a  non-competitive  award  to  USA  lies  in 
maintaining  a  sMUed  and  knowledgeable  contractor  workforce  which  will  minimize 
safety  risk  for  the  Shuttle  and  schedule  risk  for  Space  Station.  We  will  obtain  a 
contract  which  results  in  cost  savings  to  the  Government  by  applying  a  disciplined 
approach  to  contract  definition  and  negotiation.   Savings  can  be  attained  by 
consolidating  contracts,  focusing  contract  management,  reducing  requirements, 
decreasing  Government  Involvement  in  day-to-day  operations  tasks,  streamlining 
NASA  contract  management,  and  eliminating  overlapping  work  between  existing 
prime  contractors.   Significant  savings  can  be  achieved  without  competition  by 
careful  definition  of  required  changes  and  negotiations  led  by  a  NASA  team 
with  full  and  complete  understanding  of  the  existing  program.  We  intend  to 
pursue  the  contract  with  the  same  discipline  and  rigor  that  would  have  been 
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applied  in  the  competitive  environment.  To  this  end.  NASA  and  the  USA  must 
accomplish  the  following  tasks: 

1 )  Both  parties  must  agree  on  a  Management  Plan  and  a  detailed  Statement 
of  Work  which  adequately  describes  what  the  Space  Flight  Operations 
Contract  must  do  in  performance  terms.  We  expect  to  complete  this  by  early 
January  1996. 

2)  USA  must  prepare  definitive  management,  technical  and  cost  proposals 
which  are  responsive  to  the  Statement  of  Work.  These  proposals  must 
contain  specific  plans  and  commitment  to  reduce  costs  while  meeting 
schedules,  and,  above  all,  maintaining  safety.  We  expect  the  proposals  for 
the  initial  set  of  contracts  to  be  consolidated  to  be  available  by  early  March 
1996.  This  initial  set  of  contracts  will  be  those  operations-related  contracts 
already  held  by  the  two  USA  partners.  Additional  contracts  will  be  phased 
into  the  single  prime  contract  over  time  based  on  a  schedule  to  be  provided 
as  a  part  of  the  Request  for  F>roposals. 

3)  NASA  must  evaluate  the  USA  proposal,  capture  its  strengths,  and 
eliminate  its  weaknesses  in  an  agreed-upon  contractual  document  with 
appropriate  fee  structure  to  meet  program  priorities  of  flying  safely,  meeting 
manifests,  and  reducing  costs.  While  we  plan  to  award  this  contract  in  the 
September  1996  timeframe,  the  actual  award  will  depend  upon  the  pace  of 
negotiations. 

Future  Competition: 

Significant  opportunity  exists  for  future  competition  in  the  operation  and  utilization 
of  Space  Station  and  the  Space  Shuttle.   By  the  time  of  completion  of  Space  Station 
assembly,  the  majority  of  the  Space  Station  budget  will  be  available  for  competition. 
Attachment  6  shows  the  relative  portion  of  Space  Station  funds  in  2002  which  are 
expected  to  be  devoted  to  the  SFOC,  residual  development  by  the  Space  Station 
prime  contractor,  science  and  technology,  and  other  operations  functions,  such  as 
logistics  and  maintenance,  sustaining  engineering,  launch  site  processing,  and 
utilization.  As  shown  in  Attachment  6,  approximately  80  percent  of  all  Space 
Station  funds  would  be  available  for  some  form  of  competition,  commercialization, 
or  privatization.  Space  Station  funds  provided  to  SFOC  would  only  be  competable 
if  the  total  SFOC  Is  competed. 

At  the  same  time,  the  SFOC  would  be  at  the  end  of  its  Initial  contract  period 
(although  options  would  be  available  to  be  exercised).  This  contract  could  be 
competed  at  that  time,  or,  if  conducive  circumstances  exist,  portions  or  all  of  that 
work  could  be  privatized  or  commercialized  by  private  industry.  We  will  monitor 
the  performance  of  the  selected  SFOC  contractor  and,  if  we  determine  that 
circumstances  warrant,  we  will  take  action  to  compete  this  contract.  We  believe, 
based  on  our  recent  assessment  of  potential  sources  for  the  SFOC,  other  companies 
have  the  capability  to  perform  the  required  work,  given  the  time  to  fuUy  understand 
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10. 


the  program,  establish  the  required  technical  and  management  team,  and  make  the 
necessary  transition.  To  Illustrate  the  total  competition  opportunities  available  In 
2002,  Attachment  7  shows  the  portion  of  the  total  Human  Space  Flight  budget 
potentially  available  for  competition  in  2002. 

Conclusion: 


Mr.  Chairman.  I  believe  our  decision  to  use  other  than  full  and  open  competition  to 
negotiate  a  single  prime  contract  with  United  Space  Alliance  is  in  the  public 
interest,  and  we  seek  your  support  in  that  endeavor.  We  also  conclude  that  the 
new  SFOC  will  have  no  negative  impact  on  the  Space  Station  program  and  will  not 
Impair  the  ability  of  the  program  to  manage  and  conduct  Space  Station  operations. 
Further,  we  plan  to  compete  Space  Station  operations  such  as  utilization,  payload 
integration  and  processing,  and  logistics  carrier  processing,  near  the  time  of 
completing  Space  Station  assembly  and  believe  this  will  provide  opportunities  for 
commercialization  and  privatization.  As  noted  earlier,  a  significant  portion  of  Space 
Flight  budget  (including  SFOC)  is  available  for  competition  at  that  Ume  should 
circumstances  warrant. 

Mr.  Chairman,  that  concludes  my  prepared  remarks.   I  would  be  pleased  to 
respond  to  any  questions  which  you  or  other  Members  of  the  Subcommittee  may 
have. 
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DEFINITION  OF  TERMS 


Privatization 

Generally,  the  transfer  to  the  private  sector  of  responsibility  for  providing  ongoing, 
necessary  services  or  functions  currently  being  provided  by  the  Government  for 
Itself  and  others  through  In-house  labor  and  property  resources.  When  the 
Government  transfers  to  the  private  sector  the  responsibility  for  services  or 
functions  performed  by  the  Government  for  the  sole  benefit  of  the  Government,  the 
transfer  is  referred  to  as  Contracting  Out,  a  subset  of  privatization. 

Commercialization 

The  employment  of  private  sector  financial  and  other  resources  to  provide  goods 
and  services  which  can  meet  Government  requirements  as  well  as  those  of  a 
substantial  number  of  other  customers.   Because  the  Government  is  neither  the 
sole  nor  the  predominant  customer,  it  neither  dictates  specific  design  or  operational 
parameters,  nor  bears  more  than  its  proportionate  share  of  development  or 
overhead  cost. 

Privatization  or  Commercialization  Process 

If  the  process  of  privatization  or  commercialization  of  a  given  service  or  process 
requires  the  use,  transfer  or  divestiture  of  Government  assets  by  or  to  a  private 
sector  entity,  issues  such  as  legal  authority  for  such  use  of  transfer,  liability  for  or 
flowing  from  the  private  use  of  the  assets,  minimization  of  unfair  competitive 
advantage  occurring  as  a  result  of  such  actions,  and  valuation  of  the  assets 
Involved  and  costs  avoided  by  the  Government  must  be  addressed  before  the 
process  can  proceed. 
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•  INFORMATION  REQUESTED  FROM  INDUSTRY  IN  THE  SOURCES  SOUGHT 
SYNOPSIS  FOR  THE  SPACE  FLIGHT  OPERATIONS  CONTRACT 

NASA  Is  seeking  to  Identify  sources  for  the  Space  Flight  Operations  Contract 
Interested  firms  should  submit  indications  of  interest  in  writing  to  reach  the  address 
below  no  later  than  4:00  p.m.  Central  Time  on  September  11, 1995: 

Mr.  Walker  Lee  Evey 

Code  GP-12.  Marshall  Space  Right  Center 

Huntsville,  Alabama  35812 

Attn:  Space  Flight  Operations  Restructure 

FAX  Number  (205)544-8353 
Written  responses  should  include  the  following  (25  page  maximum): 

-  Company  Name 

-  Company  Description  (Small  or  l.arge  Business.  8(A).  Small  Disadvantaged) 

-  Address 

-  Name  and  Title  of  Point  of  Contact 

-  Phone  Number 

-  Fax  Number 

-  Internet  Address,  if  avaiiat>le 

-  Company  size  (txjth  approximate  numtjer  of  employees  etkI  approximate  average 
yeariy  dollar  sales  for  work  of  the  type  contemplated  in  this  contract) 

-  Identify  the  numt)er  of  contracts  for  work  of  corrparable  technical  and 
management  conplexity  currently  held  by  the  firm  within  the  past  10  years 
which  exceed  $100  millkin  in  dollar  value 

-  Identify  the  dollar  value  of  the  largest  contract  performed  by  the  firm  within  the 
past  10  years  which  contains  work  of  a  nature  similar  to  arKl  comparable  in 
comple)dty  to  the  contract  contemplated  here 

-  Whether  company  is  interested  in  prime  and  sutxxintractor  opportunities 

-  A  Statement  of  Capabilities  of  the  firm  with  regard  to  accomplishing  work  of  this  size 
and  nature  (mar^ging  and  performing  operations  and  program  integration  as  a  single 
prime  contractor  for  Space  Flight  Operatioris).  Specifically,  and  provide  examples  in 
sufficient  detail  to  allow  a  reasonable  determinatk>n  to  be  made  of: 

-  Past  Experience 

-  Technical  Capabilities 

-  Personnel  Resources 

-  Management  Resources 

-  Facilities  and  Equipment  Resources 

-  Rnancial  Resources 

-  A  Statement  of  Interest  in  managing  and  performing  operatk>ns  and  program 
integration  for  Space  Right  Operattons  as  a  single  prime  contractor 

-  Preliminary  Concepts  for  AccomnKXJating  "Principles  for  Contract  Consolidation/ 
Single  Prime  Contract:  (Reference:  August  21, 1995,  briefing) 

-  Preliminary  Concepts  for  a  Safe  Transition  from  the  Current  Management  Structure  to 
a  Single  Prime  Contract 

-  Preliminary  Cortcepts  for  Eventual  Privatization  of  All  or  Parts  of  Space  Flight 
Operations 

-  A  list  of  key  issues  or  corxjems  for  which  your  firm  desires  additional  informatwn  or 
clarification  which  would  be  helpful  in  preparing  a  formal  proposal  for  this  work 

-  NASA  is  tentatively  contemplating  a  viewing  period  at  each  of  the  involved 
Centers.  Please  state  any  desire  for  site  visits  or  other  information-gathering 
Any  additional  comments,  recommendations,  or  statements  of  capability  which 
would  be  particularly  helpful  in  preparing  a  formal  proposal 

-  Any  additional  comments,  recommendations  or  statements  of  capability  which 
would  assist  NASA  in  the  assessment  of  your  firm's  capabilities,  preparation  of  a 
solicitation,  and/or  the  conduct  of  a  competitive  procurement  are  solicited 

Oral  presentations  will  be  arranged  upon  request  from  prime  contractor 
candidates 


Attachment  5 
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Chronology 
Event  Date 

1.  Competition  flow  chart  prepared  Aug.  2,1995 

2.  CBD  announces  industry  brief  Aug.  9,1995 

3.  Industry  briefing  at  JSC  Aug.  21,  1995 

4.  SEB  formed  Aug.  25,  1995 

5.  CBD  announces  SFOC  Aug.  25,  1995 

6.  2nd  CBD  for  SFOC  Aug.  30,  1995 

7.  CBD  synopsis  amendment  Sept.  5,1995 

8.  2nd  CBD  amendment  Sept.  8.1995 

(milestones/collective  bargaining) 

9.  Clarification  letter  Evey  to  Industry  Brief  Sept.  8,  1995 

Attendees  with  synopsis 

10.  Evey  letter  to  BAMSI  Sept.  18,  1995 

1 1 .  Evey  letter  to  Boeing 

1 2.  Evey  letter  to  BAMSI  confirming  9/25  Sept.  21 ,  1 995 
oral  presentation 

1 3.  Evey  letter  to  USA  confirming  9/26 

oral  presentation 

14.  Evey  letter  to  McDac  confirming  9/26 

oral  presentation 

1 5.  Evey  Black  out  letter  to  all  competitors 

16.  Evey  letters  to  BAMSI,  USA,  McDac,  and 

Boeing  re:  subcontractors 

17.  Evey  letter  to  all  interested  subcontractors 

giving  prime  POCs 

18.  Notice  to  CBD-additional  industry  intent 

due  by  10/20 

1 9.  Industry  Briefing  (notes  attached) 

20.  Evey  letter  to  subcontractors  with  copy  of 

1 0/1 0  presentation 

21.  Evey  letter  to  all  announcing  opening  of 

library  and  release  of  draft  RFP 

22.  CBD  announcement  re:  draft  RFP 

23.  2nd  CBD  re:  draft  RFP 

24.  CBD  announces  RFP  release  delay 

25.  SEB  chairman  meets  with  Mr.  Goldin 

26.  SEB  chairman  meets  with  Mr.  Goldin 

27.  Meeting  with  Committee  scheduled 

28.  Meeting  with  Committee 

29.  D  and  F  signed  and  transmitted  to  Congress 

30.  CBD  announces  sole  source  to  USA 

31.  FTC  representative  meets  with  NASA 


Sept. 

26,  1995 

Sept. 

28,  1995 

Oct. 

3,  1995 

Oct. 

10,  1995 

Oct. 

11,  1995 

Oct. 

13,  1995 

Oct. 

17,  1995 

Oct. 

18,  1995 

Oct. 

23,  1995 

Nov. 

3,1995 

Nov. 

6,1995 

Nov. 

6,1995 

Nov. 

7,1995 

Nov. 

7,1995 

Nov. 

9,  1995 

Nov. 

21, 1995 
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TEXT  OF  COMMERCE  BUSINESS  DAILY  TO  BE  PUBLISHED  AUGUST  9.  1995 

NASA  will  conduct  an  industry  briefing  at  NASA  Johnson  Space 
Center  at  1:00  PM  on  August  2l,  1995  in  thfe  Auditorium  (Bldg  2) 
to  brief  interested  parties  on  NASA's  plan  to  restructure  the 
Shuttle  program.   The  plan  to  restructure  includes  reducing 
requirements,  eignif icaintly  reducing  civil  eer-vice  involvement  in 
day-to-day  operations,  modifying  the  government  approach  to 
safety  and  mleeion  aeeurance,  and  consolidating  contracts  into  a 
single  prime  contract.   The  briefing  will  include  a  program 
overview,  the  statue  of  Shuttle  restructuring  activities,  and 
contract  consolidation  plana.   Based  on  the  briefing,  NASA  will 
request  expressions  of  interest  and  capability  to  manage  a  single 
prime/integration  eCCort  of  this  magnitude  from  members  of 
Industry.   €ontractore  interested  in  attending  the  briefing 
should  notify  Bryan  O'Connor  in  writing  at  NASA  Headquarters, 
Code  M7,  Washington,  D.C.,  20546 
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Nallotial  Aeronautics  and 
Space  Adnriinislratlon 

Headquarters 

Washington,  DC  20546-0001 
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TO :       Distribution 

FROM:      M/ Associate  Administrator  for  Space  Flight 

SUBJECT:   Source  Evaluation  Board  (SEB)  For  Shuttle  Flight 
Operations  Contract 

Pursuant  to  Chapter  2  of  the  NASA  Source  Evaluation  Board 
Handbook  (NHB  5103.6),  I  hereby  designate  the  following 
individuals  to  serve  as  members  of  the  SEB  for  the  purpose  of 
evaluating  proposals  received  in  response  to  the  solicitation  for 
Shuttle  Flight  Operations. 

Chairperson: 

David  H.  Mobley,  NASA  Headquarters 

Other  Voting  Mt^inhprs; 

George  Hopson,  Marshall  Space  Flight  Center 

Jo  Anne  Morgan,  Kennedy  Space  Center 

Steve  Hawley,  Johnson  Space  Center 

W.  Lee  Evey,  Kennedy  Space  Center 

Brock  R.  Stone,  Johnson  Space  Center 

James  Costello,  NASA  Headquarters  (Duty  Station-JSC) 

Roy  Tharpe,  Kennedy  Space  Center 

Nonvoting  Recorder 

Jack  Stokes,  Marshall  Space  Flight  Center 

Ex-Officio  Nonvoting  Members: 

Deborah  Eve  Lyon,  NASA  Headquarters 
Connie  B.  Poole,  NASA  Headquarters 

In  addition,  individuals  occupying  positions  set  forth  on  pages 
1-3,  2-3,  and  2-4  of  NHB  5103.68  also  serve  as  nonvoting  ex- 
officio  members. 
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The  SEB  will  conduct  its  business  in  strict  accordance  with  the 
provisions  of  the  SEB  handbook.  The  SEB  Chairperson  is 
responsible  for  determining  that  each  SEB  member  (both  voting  and 
nonvoting)  is  fully  conversant  with  the  instructions  contained  in 
the  handbook.  SEB  duties  will  take  precedence  over  other  regular 
duties  of  the  SEB  members. 

Attention  of  the  SEB  Chairperson  and  each  SEB  member  is 
particularly  directed  to  Chapter  2  of  the  SEB  handbook  which 
describes  the  roles  of  key  participants  in  the  SEB  process, 
including  cognizant  line  and  staff  management,  the  SEB,  and  the 
Source  Selection  Official  (SSO) .  The  importance  of  the  SEB 
function  to  agency  programs  necessitates  continual  management 
involvement  throughout  the  evaluation  and  selection  process. 

It  is  emphasized  that  the  SEB  report  and  presentation  are  the 
principal  tools  availedsle  to  the  SSO  to  perform  a  comparative 
analysis  for  meiking  the  final  source  selection  decision  and  must 
be  presented  in  sufficient  depth  to  permit  the  intelligent 
weighing  of  alternatives.  All  proposals  will  be  evaluated  and 
reported  in  accordeuice  with  the  SEB  handbook.  The  SEB's  written 
findings  will  give  no  consideration  to  elements  which  are 
extraneous  to  the  objectives  of  this  procurement. 

Attention  of  the  SEB  Chairperson  and  the  SEB  is  further  directed 
to  FAR  15.612(e)  2md  Chapter  2  of  the  SEB  hamdbook  which  prohibit 
the  disclosure  of  information  to  anyone  who  is  not  also 
participating  in  the  seune  evaluation  proceedings.  After  receipt 
of  proposals,  all  information  contained  in  the  proposals 
submitted  for  evaluation  will  be  protected  and  will  be  made 
avail2±)le  only  to  the  members  (voting  and  nonvoting)  of  the  SEB 
and  to  properly  designated  committees  and  panels  on  a  need-to- 
know  basis.  The  right  to  information  on  a  need-to-know  basis 
does  not  extend  to  the  normal  chain  of  supervision  of  any  member 
of  the  SEB  or  to  any  individual  having  technical  responsibility 
for  the  effort  being  evaluated  except  as  specifically  approved  by 
the  SEB  Chairperson  on  a  case-by-case  basis.  Individuals  so 
designated  by  the  SEB  Chairperson  will  be  notified,  in  writing, 
of  the  privileged  character  of  proposal  information. 


Jv  Wayne  Littles 


33 


Distribution : 

AE/Mr.  Mobley 

H/Ms.  Lee 

HS/Mr.  Fournier 
Ms .  Poole 

G/Mr.  Frankle 

GK/Mr.  Forbes 
Ms .  Lyon 

MSFC/Mr.  Hopson 
Mr.  Stokes 

KSC/Mr.  Tharpe 
Mr.  Evey 
Ms .  Morgan 

JSC/Mr.  Hawley 
Mr.  Stone 
Mr.  Costello 
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MEMORANDUM  FOR  RECORD  August  18,  1995 

The  proposed  correspondence  designates  the  voting  members  of  the 
Source  Evaluation  Board  for  the  Shuttle  Flight  Operations 
Contract..  The  content  and  format  of  the  letter  are  set  forth  in 
NASA's  Source  Evaluation  Handbook,  NHB  5103.6.  The  required  Non- 
Disclosure  and  Procurement  Integrity  Certifications,  along  with 
the  required  financial  disclosure  forms  will  be  obtained  from  the 
designated  members.  The  Non-Disclosure  amd  Procurement  Integrity 
Certifications  will  .  be  maintained  on  file  at  MSEC  in  the  SEE 
Facility.  The  financial  disclosure  forms  will  be  obtained  and 
forwarded  to  Code  GG  for  review. 

Code  M  signature  of  the  proposed  correspondence  is  recommended. 
Please  direct  any  questions  to  the  undersigned  at  358-0427. 


Connie  B.  Poole 
Procurement  Analyst 
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SSP_SEB.HTM  ,^ 


CBD  Issue:8/25/199S 


NASA,  George  C-.  Marshall  Space  Flight  Cencer,  Procurcmenc  Office,  Code  GP12, 
Marshall  Space  Flighc  Center,  Huntsville.  Alabajna.  |35812),  Attn:  Space  Flight 
Operations  Restructure 

18--  SPACE  FLIGHT  OPERATIONS  COffTRACT  SOL  RFP  8-SSP-SEB  DOE  091195  POC 
Contact  Mr.  Walker  Lee  Evey/GP12.  (205)  961-2031  NASA  is  seeking  to  identify 
sources  for  the  Sp^ce  Flight  Operations  Contract  --  Interested  parties  should 
submit  indications  of  interest  in  writing  to  include  the  following  (25  Page 
Maximum) :  Company  t^mc  --  Company  Description  (Small  or  Large  Business,  8(A). 
Small  Disadvantaged.  --  Address  --  Same   and  Title  of  Point  of  Contact  --  Phone 
Number  --  Fax  Number  --  Internet  Address  (if  available)  --  Company  Size  (Both 
approximate  number  of  employees  and  approximate  yearly  dollar  sales  for  work 
of  the  type  contemplated  in  this  contract:  Identify  the  number  of  contracts 
for  work  of  comparotle  technical  and  management  complexity  currently  held  by 
the  firm  within  tht  past  10  years  which  exceed  SlOOM  in  dollar  value  and/or 
Identity  the  dollar  value  of  the  largest  contract  performed  by  the  firm  within 
the  last  10  years  which  contains  work  of  a  nature  similar  to  and  comparable  in 
complexity  to  the  contract  contemplated  here)  --  Whether  company  is  Interested 
in  Prime  or  Subcontractor  opportunities  --  A  Statement  of  Capabilities  of  the 
firm  with  regard  to  accompl ishing- work  of  this  size  and  nature  (Managing  and 
performing  Operatic.-.s  and  Program  Integration  for  SF>ace  Flight  Operations  as  a 
Single  Prime  Contractor  --  Preliminary  Concepts  for  Accomniodating  "'Principles 
for  Contract  Consolidation/Single  Prime  Contract" '  (Reference:  August  21,  1995 
briefing)  --  Preliminary  Concepts  for  a  Safe  Transition  from  the  Current 
Management  Structure  to  a  Single  Prime  Contract  --  Preliminary  Concepts  for 
Eventual  Privatization  of  All  or  Parts  of  Space  Flight  Operations  --  A  list  of 
key  issues  or  concerns  for  which  your  firm  desires  additional  information  or 
clarification  which  'vould  be  helpful  in  preparing  a  formal  proposal  for  this 
work  --  NASA  is  tcpvatively  contemplating  a  viewing  period  at  each  of  the 
Involved  Centers  (P'.ease  state  any  desire  for  site  visits  or  other 
information-gathering  opportunities  which  would  be  particularly  helpful  in 
preparing  a  formal  proposal)  --  Any  additional  comments,  recommendations,  or 
statements  of  capability  which  would  assist  NASA,  in  the  assessment  of  your 
firm's  capabilit ieE.  preparation  of  a  solicitation,  and/or  the  conduct  of  a 
competitive  procure-.ent  are  solicited  --  Oral  Presentations  will  be  arranged 
upon  Request  for  Prime  Contractor  Candidates  --  (FAX:  205  544-8353)  --  All 
resf>onsible  source?  may  submit  a  proposal  which  will  be  ccnsidered  by  the 
agency.  (0235) 
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Page  1 1 


WELCOME  TO  C80  ONLINE 

.>—.■.. 

CBO  ISSUE  ONLINE:  Wednesday/^ugust  30, 1995 


Searching  Procuremenis...1  record  found 

Record  number;  1 

CBDIssue:aO0/1995 

KEYWORD:35812 

18  --  SPACE  FLIGHT  OPERATIONS  CONTRACT  SOL  RFP  8-SSP-SEB  DUE  091 195  ROC 

Conlaci  Mr.  Walker  Lee  Evey/GP12.  (205)  961-2031  MODIFICATION  --  This  synopsis 

replaces  synopsis  previously  published  in  CBO  on  August  25. 1995  ••  NASA  is 

seeking  to  identify  sources  for  the  Space  Flight  Operatkjns  Contract  •- 

Interested  parlies  should  submit  indkations  of  interest  in  writing  to  include 

the  following  (25  Page  Maximum):  Company  Name  -  Company  Description  (Small  or 

Large  Business.  8(A).  Small  Disadvantaged)  -■  Address  •  Name  and  Title  of 

Point  of  Contact  -  Phone  Number  -  Fax  Number  •-  Internet  Address  (B 

available)  -•  Company  Size  (Both  approximate  number  of  employees  and 

approximate  yearly  dolar  sales  lor  worit  o(  the  type  contemplated  in  Ihis 

contract:  Identify  the  number  of  contracts  lor  work  of  comparable  technical 

and  management  complexity  currently  hekl  by  the  firm  within  the  past  10  years 

whKh  exceed  Si  OOM  in  dollar  value  and/or  Identity  the  dollar  value  of  the 

la/gest  contract  perlormed  by  the  firm  within  the  last  10  years  which  contains 

work  of  a  nature  similar  to  and  comparable  in  complexity  to  the  contract 

contemplated  here)  --  Whether  company  is  interested  in  Prime  or  Subcontractor 

opportunities  -  A  Statement  of  Capabilities  of  the  firm  with  regard  \o 

accomplishing  wori<  of  this  size  arxl  nature  (tAanagIng  and  perlonning  Operations 

and  Program  Integration  as  a  Single  Pnme  Contractor  for  Space  FUgfil 

Operations)  Specifically,  and  provide  examples  in  sufficient  detail  to  alkiw  a 

reasonable  determir^ton  to  be  made  of  past  experierrce.  technical 

capabilities,  personnel  resources,  martagement  resources,  facilities  and 

equipment  resources,  arxJ  financial  resources  -  A  Statement  of  Interest  in 

managing  and  perlorming  Operalbns  and  Program  Integration  tor  Space  Flight 

Operatior>s  as  a  Single  Pnme  Contractor  --  Preliminary  Concepts  for 

Accommodating  "PrirKiples  lor  Contract  Consolklatk>r\/Single  Prime  Contract" 

(Reference:  August  21, 1995  txiefing)  -  Preliminary  Concepts  for  a  Safe 

Trar\silion  from  the  Current  Management  Structure  to  a  Single  Prime  Contract  - 

Preliminary  Concepts  for  Eventual  Privatization  of  All  or  Parts  of  Space 

night  Operatksns  --  A  list  of  key  issues  or  concerns  for  which  your  firm 

desires  additional  information  or  darificatkin  whk:h  would  be  helpful  in 

preparing  a  formal  proposal  for  this  work  ■■  NASA  is  tentatively  contemplating 

a  viewing  period  at  each  of  the  Involved  Centers  (Please  state  any  desire  for 

site  visits  or  other  infomiation-gatfiering  opportunities  v^ich  wouW  be 

particularly  helpful  in  preparing  a  fomal  proposal)  --  Any  additkJnal 

comments,  recommendatkins,  or  statements  of  capability  whk:h  would  assist  NASA 

in  the  assessment  of  your  firm's  capabilities,  preparatbn  of  a  solicitaton, 

arid/or  the  conduct  of  a  competitive  procurement  are  solicited  -  Oral 

Presentations  will  be  arranged  upon  Request  for  Prime  Contractor  Candidates  -- 

(FAX:  205  544-8353)  -  All  responsible  sources  may  submit  a  proposal  which 

will  be  (X)nsklered  by  the  agency.  (0240) 

NASA,  George  C.  Marshall  Space  Flight  Center,  Procurement  Ottico,  Code  GP12. 
Marshall  Space  Right  Center,  Huntsville.  Alabarru,  (35812),  Ann:  Space  Flight 
Operations  Re$trix:tura 
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rransmlssion  via  CBD  Express  V.  5.0 
KASA,  Marshall  Space  Flight  Center,  AL 

1  .   M!  ! 

2.  0905!  ! 

3.  951  ! 

4.  8044  I  I 

5.  3  581 2  !  ! 

6.  18!  ! 

7.  NASA,  George  C.  Marshall  Space  Flight  Center,  Procurement  Office, 
Code 

GP12,  Marshall  Space  Flight  Center,  Huntsville,  Alabama,  35812,  Attn: 
Space 
Flight  Operations  Restructure! ! 

8.  18  --  SPACE  FLIGHT  OPEKATIONS  CONTRACT!! 

9.  RFP  8-SSP-SEB! ! 

10.  091495!  ! 

11.  Contact  Mr.  Walker  Lee  Evey/GPl2,  (205)  961-2031!! 

12.  N/A! 

13.  N/A! 

14.  N/A! 

15.  N/A! 

16.  N/A! 

17.  AMENDMENT  --  This  notice  clarifies  the  synopsis  previously 
published  in  CBD  on  August  30,  1995  --  The  following  clarifications  are 
provided  in  response  to  questions  related  to  Inf ormation  provided  at  the 
August  21,  1995,  Space  Shuttle  Restructuring  Industry  Briefing  -- 
References  are  to  the  briefing  material  provided  at  the  meeting:  --  1  . 
Page  21,  second  items  states:   "Design  knowledge  and  expertise  for  major 
hardware  elements  must  be  maintained  -  A  single  contractor  must  have 
full  responsibility  for  each  major  hardware  element  (e.g.,  engineering, 
production,  processing,  integration)"  —  The  "single  contractor"  refers 
to  those  flight  element  contractors  responsible  for  the  initial  "design, 
knowledge,  and  expertise"  which  NASA  judges  should  be  maintained  through 
the  proposed  restructuring  --  This  includes  as  a  minimum:   Thiokol 
(RSRM),  Lockheed  Martin  Marietta  Systems  (ET),  Rocketdyne  (SSME),  and 
Rockwell  (Orbiter)  —  In  the  restructured  program,  NASA  expects  these 
element  contractors  to  have  full  accountability  for  their  major  hardware 
elements  in  contrast  to  today's  program  in  which  accountability  is 
shared  by  multiple  contractors  --  As  a  minimum,  these  contractors  would: 

a)   provide  engineering  for  all  work  specific  to  their  hardware,  b) 
have  responsibility  for  approval  and  assurance  for  all  processes  and 
procedures  related  to  their  hardware  --  It  is  expected  that  some  work 
conducted  at  KSC  could  be  provided  by  "pools"  of  qualified  technicians 
and  that  some  other  functions  (e.g.,  quality,  shared  logistics,  ground 
support,  and  generic  functional  engineering)  could  be  also  provided  from 
common  sources  --  The  intent  of  our  requirement  is  to  initiate  a  process 
of  streamlining  accountability  and  responsibility  across  the  program  -- 
At  present,  we  have  shared  responsibility  between  functional  contractors 
for  hardware  which  results  in  several  undesirable  and  inefficient 
practices:   e.g.,  (a)  maintaining  excessive  numbers  of  engineers  and 
overlapping  responsibilities  between  organizations,   (b)  element 
contractors  maintaining  "oversight"  engineering  groups  at  KSC  to  reView 
processing  contractor  engineering,  and  (c)  multiple  configuration 
control  systems  for  the  same  hardware  and  rewriting  "paper"  as  hardware 
is  transferred  between  responsible  functional  organizations  —  Similar 
overlap  exists  between  government  organizations,  and  these  will  also  be 
eliminated  --  2.   Pages  23  and  24  provide  guidelines  for  contract 
consolidation  —  The  primary  intent  of  these  guidelines  is  to  indicate 
the  range  of  criteria  and  potential  dispositions  of  those  current 
contracts  which  would  not  be  subject  to  recompetition  in  the  proposed 
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>lngle  prime  contractor  eelection  process  --  Some  contracts  not  meeting 
these  criteria  and  with  appropriate  periods  of  performance  or  contract 
options  will  be  competed  —  At  this  time,  we  expect  the  recompetition  to 
'involve  approximately  30  percent  of  the  total  contractor  direct 
workforce  --  Considering  the  potential  significance  of  these 
clarifications,  NASA  will  allow  an  extension  of  the  requested  response 
time  to   M  September  1995  --  Industry  comments  on  these  clarifications 
are  welcomed.***** 
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Transmission  via  CBD  Express  V.  5.0 

NASA,  Marshall  Space  Flight  Center,  AL  .         , 

1  .   M  !  ! 

2.  0908.!  ! 

3.  95!  ! 

4.  8044!  ! 

5.  35812!! 
6.18!! 

7.   NASA,  George  C.  Marshall  Spac©  Flight  Center,  Procurement  Office,  Code 
GP12,  Marshall  Space  Flight  Center,  Huntsvllle,  Alabama,  358i2,  Attn:  Space 
Flight  Operations  Restructure!! 
8-   18  --  SPACE  FLIGHT  OPERATIONS  CONTRACT!! 

9.  RFP    8-SSP-SEB! ! 

10.  091495! ! 
n.       Contact   Mr.    Walker    Lee   Evey/GPl2,     (205)    961-2031!! 

12.  N/A! 

13.  N/A! 

1 4 .  N/A ! 

1 5 .  N/A ! 

16.  N/A! 

17.  AMENDMENT  2  --  This  notice  clarifies  the  synopsis  originally  published  in 
CBD  on  August  30,  1995  --  This  notice  provides  the  applicable  acquisition 
dates  per  FAR  22.1010,  Notification  to  Interested  Parties  Under  Collective 
Bargaining  Agreements  --  The  milestones  for  this  procurement  are  targeted  to 
be  accomplished  no  sooner  than  the  following  dates:  ISSUE  DRAFT  REQUEST  FOR 
PROPOSAL  (RFP)  --  November  1,  1995;  ISSUE  RFP  --  JANUARY  15,  1996;  RECEIVE 
PROPOSALS  --  March  15,  1996;  START  DISCUSSIONS  --  May  15,  1996;  AWARD  CONTRACT 
--  August  30,  1996;  BEGIN  CONTRACT  PERFORMANCE  --  October  1,  1996  --  In 
addition  to  this  notice,  it  is  our  Intent  at  the  current  time  to  also  have  the 
individual  NASA  Contracting  Officers  of  Shuttle-related  contracts  affected  by 
this  procurement  to  give  written  notification  of  the  forthcoming  successor 
contract  and  these  target  applicable  acquisition  dates  to  both  the  Incumbent 
contractors  and  the  collective  bargaining  agents  for  the  contractors' 
employees  and  the  subcontractors'  employees,  where  appropriate .•*•• * 


!     SYNOPSIS  ELECTRONICALLY     I 
I       TRANSMITTED  TO  CBD        I 

!bY:/,A^^    DATE:;-/-rr 
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Naiional  Aeronautics  a"d 

Space  Adininisiraiicwi 

Goorgo  C.  Morcholl  Spocc  Thghl  Center 

Marshall  Space  Fhghi  Center.  AL  35812 


GP12/SB-SSR  (95-012) 


Sepiember  8.  1995 


TO;  Space  Shuttle  Industry  Briefing  Attendees 

SUDJECT:      Space  Shuttle  Restructuring  Industry  Briefing  -  Ciarincations 


The  attached  synopsis  was  published  in  the  Commerce  Business  Owiiy    Since  you 
//ere  an  attendee  at  the  Industry  Conference  held  in  Houston.  Texas,  on  August  21 . 
1995,   we  are  providing  a  copy  of  this  most  recent  CBD  synopsis 


W  Lee  Evey  ^ 

Contracting  Officer 

Enclosure 
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rransmisuion  via  CBD  Express  V.  b.O 
NASA,  Marshall  Space  Flight  Center,  AL 
I 

1  .  MM 

2.  0905  !  ! 

3-  95  I  ! 

4 .  eOll  !  1 

5.  ■iSCl  2  !  ! 

6.18;: 

7.  NASA,  George  C.  Marshall  Space  Flight  Center,  Procurement  Office, 
Code 

GP12,  Marshall  Space  Flight  Center,  Huntsvllle,  Alabama,  35812,  Attn: 

Space 

Flight    Opcrataonr,    Restructure!! 

8.  18    --    SPACE  -FLIGHT    OPERATIONS    CONTRACTII 

9.  RFP    8-SSP-SEB!  '. 

1 0.  091495 ! ! 
Walker  Lee  Evey/GP12,  (205)  961-2031!! 


1  1  . 

Contact    Mr 

12. 

N/A! 

13. 

N/A! 

14  . 

N/A! 

15. 

N/A! 

16. 

N/A! 

17. 

AMENI 

)MENT 

This  notice  clarifies  the  synopsis  previously 
published  in  CBD  on  August  30,  1995  --  The  following  clarifications  are 
provided  in  response  to  questions  related  to  information  provided  at  the 
August  21,  1995,  Space  Shuttle  Restructuring  Industry  Briefing  -- 
References  are  to  the  briefing  material  provided  at  the  meeting:  --  1. 
Page  21,  second  items  states:   "Design  knowledge  and  expertise  for  major 
hardware  elements  must  be  maintained  -  A  single  contractor  must  have 
full  responsibility  for  each  major  hardware  element  (e.g.,  engineering, 
production,  processing.  Integration ) ''  --  The  "single  contractor"  refers 
to  those  flight  element  contractors  responsible  for  the  initial  "design, 
knowledge,  and  expertise"  which  NASA  judges  should  be  maintained  through 
the  proposed  restructuring  --  This  includes  as  a  minimum:   Thiokol 
(RSRM),  Lockheed  Martin  Marietta  Systems  ( ET ) ,  Rocketdyne  ( SSME ) ,  and 
Rockwell  (Orbiter)  --  In  the  restructured  program,  NASA  expects  these 
element  contractors  to  have  full  accountability  for  their  major  hardware 
elements  in  contrast  to  today's  program  in  which  accountability  is 
shared  by  multiple  contractors  --  .^s  a  minimum,  these  contractors  would: 

a)   provide  engineering  for  all  work  specific  to  their  hardware,  b) 
have  responsibility  for  approval  and  assurance  for  all  processes  and 
procedures  related  to  their  hardware  --  It  is  expected  that  some  work 
conducted  at  KSC  could  be  provided  by  "pools"  oi  qualified  technicians 
and  tnat  some  other  functions  (e.g.,  quality,  shared  logistics,  ground 
support,  and  generic  functional  engineering)  could  be  also  provided  from 
common  sources  --  The  intent  of  our  requirement  is  to  Initiate  a  process 
of  streamlining  accountability  and  responsibility  across  the  program  -- 
At  present,  we  have  shared  responsibility  between  functional  contractors 
for  hardware  which  results  in  several  undesirable  and  inefficient 
practices:   e.g.,  (a)  maintaining  excessive  numbers  of  engineers  and 
overlapping  responsibilities  between  organizations,   (b)  element 
contractors  maintaining  "oversight"  engineering  groups  at  KSC  to  review 
processing  contractor  engineering,  and  Ic)  multiple  configuration 
control  systems  for  the  same  hardware  and  rewriting  "paper"  as  hardware 
is  transferred  between  responsible  functional  organizations  --  Similar 
overlap  exists  between  government  organizations,  and  these  will  also  be 
eliminated  --  2.   Pages  23  and  24  provide  guidelines  for  contract 
consolidation  --  The  primary  intent  of  these  guidelines  is  to  indicate 
the  range  ol  criteria  and  potential  dispositions  of  those  current 
contracts  which  would  not  be  subject  to  recompet it  ion  in  the  proposed 
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.glG  prime    conUracLor    selection    process    --    Some    contracts    not    meeting 
.nese    criteria    and    with    appropriate    periods    of    performance    or    contract 
options    will    be    competed    --    At    this    time,    we    expect    the    recompet i t ion    to 
'Involve   approximately    30    percent    of    the    total    contractor   direct 
workforce    --    Considering    the    potential    significance   of    these 
clarifications,    NASA    will    allow    an    extension    of    the    requested    response 
time    to       14    September    1995    --    Industry    comments    on    these   clarifications 
are    welcomed-***** 
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National  Aeronautics  and 
Space  Administration  ' 

George  C.  Marshall  Space  Flight  Center 
Marshall  Space  Flight  Center.  AL  35812 


GPI2/SB-SSR  (95-044)  September  18.  1995 


BAMSI,  Inc. 

Attn:  Mr.  Hugh  M.  Brown 
P.O.  Box  1659 
TitusviJle,  FL  32780 


SUBJECT:    Commerce  Business  Daily  (CBD)  Announcement,  Space  Flight 
Operations  Contract  (Your  Ltr.  dated  September  11,  1995) 


NASA  has  reviewed  the  Statement  of  Interest  and  Capability  submitted  by  your  firm  in 
response  to  NASA's  August  21,  1995,  Space  Flight  Operations  Restructure  Industry 
Briefing  and  NASA's  subsequent  Commerce  Business  Daily  Sources  Sought  Synopsis 
which  addressed  the  same  topic.  Your  response  is  sincerely  appreciated.  NASA  would  at 
this  time  like  to  extend  a  request  for  your  firm  to  make  an  oral  presentation  to  NASA 
personnel  involved  in  the  Space  Flight  Operations  Restructure.  The  remaining  time  and 
dale  availability  for  presentations  is  as  follows: 

TIME  DATE 

•  9  a.m.  to  12  noon  Monday,  September  25.  1995 

•  1  p.m.  to  4  p.m.  Monday,  September  25,  1995 

•  1  p.m.  to  4  p.m.  Tuesday,  September  26,  1995 

Please  fAX  your  response  to  the  undersigned  at  (205)  544-91 33  at  your  earliest 
convenience  to  confum  your  decision  to  either  make  or  not  make  an  oral  presentation.  In 
addition  please  indicate  the  preferred  lime/daie  for  such  a  presentation. 
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In  addition,  NASA  desires  to  make  public  the  names  of  firms  expressing  interest  in 
competing  as  a  prime  contractor  for  this  effort  in  order  to  give  potentiaJ  subcontractors 
the  opporiuniry  to  contact  potential  primes  and  make  ihem  aware  of  their  capabilities.  It 
is  requested  your  F.\X  response  indicate  your  willingness  to  allow  NASA  to  release  your 
name,  as  a  potentiaJ  competitor  for  this  effort,  to  the  public.  This  will  not  include  release 
of  any  sensiuve  information  provided  in  your  expression  of  interest  and  capability.  AJI 
sensitive  information  will  be  maintained  as  confidential  unless  you  request  otherwise. 


W,  Lee  Evcy 
Contracting  Officer 
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National  Aeronautics  and 

Space  Adrnmisiiaton 

George  C.  Marshall  Space  Flight  Center 

Marshall  Space  Flight  Center.  AL  35812 


GP 1 2/SB-SSR  (95-046)  September  18,  1995 


Boeing  Defense  &  Space  Group 
Attn:  Mr.  Allen  B.  Ashby 
P.O.  Box  3999  M/S  84-16 
Seattle.  Washington  98124-2499 


SUBJECT:    Commerce  Business  Daily  (CBD)  Announcement,  Space  Flight 
Operations  Contract  (Your  Ltr,  dated  September  14,  1995) 


NASA  has  reviewed  the  Statement  of  Interest  and  Capability  submitted  by  your  Hrm  in 
response  to  NASA's  August  21,  1995,  Space  Right  Operations  Restrucmre  Industry 
Briefing  and  NASA's  subsequent  Commerce  Business  Daily  Sources  Sought  Synopsis 
which  addressed  the  same  topic.  Your  response  is  sincerely  appreciated.  NASA  would  at 
this  time  like  to  extend  once  again  an  oppwrtunity  for  your  firm  to  make  an  oral 
presentation  to  NASA  personnel  involved  in  the  Space  Flight  Operations  Restructure. 
While  an  oral  presentation  is  not  mandatory,  the  desire  lo  make  such  a  presentation  has 
been  indicated  by  some  potential  offerors.  We  want  to  ensure  that  every  firm  with  an 
interest  in  competing  for  prime  contractor  has  been  formally  invited  to  present  an  oral 
presentation.  The  remaining  lime  and  date  availability  for  presentations  is  as  follows: 

TIME  DATE 

•  9  a.m.  to  12  noon  Monday,  September  25,  1995 

•  I  p.m.  to  4  p.m.  Monday,  September  25,  1995 

•  1  p.m.  to  4  p.m.  Tuesday,  September  26,  1995 

Please  FAX  your  response  to  the  undersigned  ai  (205)  544-9133  at  your  earliest 
convenience  lo  confum  your  decision  to  either  make  or  not  make  an  oral  presentation.  In 
addition  please  indicate  the  preferred  time/date  for  such  a  presentation. 
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In  addition.  NASA  desires  to  make  public  the  names  of  finns  expressing  interest  in 
competing  as  a  prime  contractor  for  this  effort  in  order  to  give  potential  subcontractors 
the  opportunity  to  contact  potential  primes  and  make  them  aware  of  their  capabilities.  It 
is  requested  your  FAX  response  indicate  your  willingness  to  allow  NASA  to  release  your 
name,  as  a  potential  compelilor  for  this  effort,  to  the  public.  This  will  not  include  rclea.se 
of  any  sensitive  information  provided  in  vour  expression  of  interest  and  capability.  All 
sensitive  information  will  be  maintained  as  confidential  unless  you  request  otherwise. 


W.  Lee  Evey  (y 

Contracting  Officer 
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leo*y  to  fi-n  o( 


National  Aeronautics  and 
Space  AdminlstraiKDn 

George  C.  Marshall  Space  Right  Center 

Marshall  Space  Flight  Center.  AL  35612 


GP 1 2/SB/SSR  (95-059)  September  2 1 ,  1 995 


BAMSI.  Inc. 

Attn;  Mr.  Hugh  M.  Brown 
P.O.  Box  1659 
Titusville.  FL  32870 

SUBJECT;  Confirming  Oral  Presentation 


The  oral  presentation  for  your  finm  will  be  held  September  25,  1995,  1  p.m..  at 
Marshall  Space  Flight  Center.  The  location  for  this  presentation  will  be  held  in 
building  4200,  room  PI 06  (an  area  map  is  enclosed). 

You  will  be  met  in  the  lobby  of  building  4200  by  Ms.  Gale  Chamell.  She  will  assist 
members  of  your  team  in  obtaining  badges  and  will  escort  you  to  room  PI 06. 

We  look  fonward  to  meeting  with  you.  If  you  have  questions,  feel  free  to  contact  me 
at  (205)  961-2031. 


W.  Lee  Evey  ^ 

Contracting  Officer 

Enclosure 
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JDly  to  Ann  ol 


National  Aefooautics  and 

Space  Admioisiraion 

Georg«  C.  Marshall  Space  Right  Center 

Marshall  Space  Flight  Center.  AL  35812 


GP12/SB/SSR  (95-058)  September  21 .  1995 


United  Space  Alliance 
Attn:  Glynn  S.  Lunney 
600  Gemini  Avenue 
Houston.  TX  77058-2777 

SUBJECT:  Confirming  Oral  Presentation 

The  oral  presentation  for  your  firm  will  be  held  September  26, 1995,  1  p.m.,  at 
Marshall  Space  Flight  Center.  The  location  for  this  presentation  will  be  held  in 
building  4200,  room  PI 06  (an  area  map  is  enclosed). 

You  will  be  met  in  the  lobby  of  building  4200  by  Ms.  Gale  Chamell.  She  will  assist 
members  of  your  team  in  obtaining  badges  and  will  escort  you  to  room  Pi 06. 

We  look  fonA^ard  to  meeting  with  you.  If  you  have  questions,  feel  free  to  contact  me 
at  (205)  961-2031. 


W.  Lee  Evey  ^^ 

Contracting  Officer 


Enclosure 
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National  Ae'onaulics  and 
Space  Adminislralion 

George  C.  Marshall  Space  Right  Center 

Marshall  Space  Flight  Cenier,  AL  35812 


GP12/SB/SSR  (95-060) 


September  21,  1995 


McDonnell  Douglas  Aerospace 

Attn:  Dr.  W.  P.  Olson 

P.O.  Box  516 

St.  Louis,  MO  63166-0516 

SUBJECT;  Confirming  Oral  Presentation 


The  room  designated  for  our  meeting  on  Tuesday,  September  26,  1995,  at  9  a.m., 
has  been  changed  to  PI 06,  building  4200. 

You  will  be  met  in  the  lobby  of  building  4200  by  Ms.  Gale  Chamell.  She  will  assist 
members  of  your  team  in  obtaining  badges  and  will  escort  you  to  room  PI 06. 

We  look  forward  to  meeting  with  you.  If  you  have  questions,  feel  free  to  contact  me 
at  (205)  961-2031. 


W.  Lee  Evey 
Contracting  Officer 

Enclosure 


y^  C*^-^^ 


cc: 

MDC/Mr.  R.  0.  Goodman 
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National  Aeronauiics  and 
Space  Administraiion 

George  C.  Marshall  Space  Right  Center 

Marshall  Space  Flight  Center,  AL  35812 


GP1 2/SB/SFOC  (95-062)  September  26,  1 995 


TO:  All  Prospective  Prime  and  Subcontractor  Candidates 


SUBJECT:     Agency  Interactions  with  Industry  on  the  Space  Flight 
Operations  Contract 


In  order  to  promote  competition  and  facilitate  the  flow  of  communications  between 
NASA  and  its  industry  partners  for  the  above  referenced  acquisition,  a  single  focal 
point  has  been  established  and  will  be  maintained  to  ensure  fair  and  equitable 
infonnation  is  provided  to  all  prospective  offerors.    All  inquiries  from  and 
communications  with  private  industry  regarding  the  single  prime  contract  will  be 
handled  by  the  Contracting  Officer,  fvlr.  Lee  Evey,  or  his  designated  representatives, 
Mr.  Randy  Gish  or  Ms.  Connie  Poole.  These  individuals  can  be  reached  at  (205) 
961-2040  or  FAX  (205)  544-9133.  These  communications  restrictions  will  remain  in 
effect  until  further  notice. 

Steps  are  currently  under  way  to  establish  an  Offerors'  Library  at  Marshall  Space 
Flight  Center.  Details  regarding  the  library  will  be  furnished  as  soon  as  they  are 
available. 


W.  Lee  Evey  O^ 
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Naiional  Aeronaulics  and 

Space  Adrninislolion 

George  C.  Marshall  Space  Flight  Center 

Marshall  Space  Fl.ghl  Center  At  35812 


GP1 2-S8/SFOC  (95-075)  September  28,  1 995 


US  Alliance 

Attn:  Mr.  Rich  Hickman 
600  Gemini  Avenue 
Houston,  TX  77058 


SUBJECT;     Subcontracting  Opportunities,  Space  Flight  Operations  Contract 
(SFOC) 


Enclosed  is  a  list  of  the  firms  that  have  expressed  an  interest  in  subcontracting 
opportunities  (or  the  above  referenced  acquisition.  The  list  is  being  provided  to  you 
in  order  to  facilitate  communication  between  potential  prime  and  subcontractor 
candidates.  As  additional  expressions  of  interest  are  received,  the  list  is  being 
continuously  updated.  Recommend  you  check  periodically  check  with  our  office  to 
obtain  an  updated  list.  This  information  will  also  be  placed  in  the  Offerors'  Library 
which  is  currently  being  established. 

Please  direct  any  questions  you  may  have  to  Connie  B.  Poole,  (205)  961-0375. 


W.  Lee  Evey ' 
Contracting  Officer 


ey  ^ 


Enclosure 

cc:  Mr.  Glynn  Lunney 
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Naiional  Aeronauiics  and 
Space  Adminislraiiori 

George  C.  Marshall  Space  Flight  Center 

Marshall  Space  Flight  Center.  AL  35812 


GP12-SB/SFOC  (95-072)  September28,  1995 


BAMSI 

Attn:  Mr.  Marshall  Randall 
P.O.  Box  1659 
Titusville,  FL  32781 


SUBJECT:     Subcontracting  Opportunities,  Space  Flight  Operations  Contract 
(SFOC) 


Enclosed  is  a  list  of  the  firms  thai  have  expressed  an  interest  in  subcontracting 
opportunities  for  the  above  referenced  acquisition.  The  list  is  being  provided  to  you 
in  order  to  facilitate  communication  between  potential  prime  and  subcontractor 
candidates.  As  additional  expressions  of  interest  are  received,  the  list  is  being 
continuously  updated.  Recommend  you  check  periodically  check  with  our  office  to 
obtain  an  updated  list.  This  information  will  also  be  placed  in  the  Offerors'  Library 
which  is  currently  being  established. 

Please  direct  any  questions  you  may  have  to  Connie  8.  Poole,  (205)  961-0375. 

W.  Lee  Evey  <^ 

Contracting  Officer 

Enclosure 

cc:  Mr.  Hugh  Brown 
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Naional  Aeronautics  and 
Space  Adnrunislration 

George  C.  Marshall  Space  Flight  Center 

Marshall  Space  Flight  Center.  AL  35812 


GP12-SB/SFOC  (95-073)  September  28,  1995 


Boeing 

Attn:  Mr.  Robert  Buss 
499  Boeing  Blvd. 
Mail  Code:  JR-63 
Huntsvllle.AL  35824 


SUBJECT;     Subcontracting  Opportunities,  Space  Flight  Operations  Contract 
(SFOC) 


Enclosed  is  a  list  of  the  firms  that  have  expressed  an  interest  in  subcontracting 
opportunities  for  the  above  referenced  acquisition.  The  list  is  being  provided  to  you 
in  order  to  facilitate  communication  between  potential  prime  and  subcontractor 
candidates.  As  additional  expressions  of  interest  are  received,  the  list  is  t)eing 
continuously  updated.  Recommend  you  check  periodically  check  with  our  office  to 
obtain  an  updated  list.  This  information  will  also  be  placed  in  the  Offerors'  Library 
which  is  currently  being  established. 

Please  direct  any  questions  you  may  have  to  Connie  B.  Poole,  (205)  961-0375. 


W.  Lee  Evey' 
Contracting  Officer 

Enclosure 

cc:  Mr.  Robert  McQueen 
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Hepiy  10  Ano  efl 


Nalional  Aeronautics  and 

Space  AcJniinislralicxi ' 

Georg«  C.  Marshall  Space  Flight  Center 

Marshall  Space  Flighl  Center.  AL  35812 


GP12-SB/SF0C  (95-074)  September  28.  1995 


McDonnell  Douglas 
Attn:  Mr.  Dennis  Brown 
Mail  Code:  15-2 
5301  Bolsa  Avenue 
Huntington  Beach,  CA  92647 


SUBJECT:     Subcontracting  Opportunities,  Space  Flight  Operations  Contract 
(SFOC) 


Enclosed  is  a  list  of  the  firms  that  have  expressed  an  interest  in  subcontracting 
opportunities  for  the  above  referenced  acquisition.  The  list  is  being  provided  to  you 
in  order  to  facilitate  communication  between  potential  prime  and  subcontractor 
candidates.  As  additional  expressions  of  interest  are  received,  the  list  is  being 
continuously  updated.  Recommend  you  check  periodically  check  with  our  office  to 
obtain  an  updated  list.  This  information  will  also  be  placed  in  the  Offerors'  Library 
whk:h  is  currently  being  established. 

Please  direct  any  questions  you  may  have  to  Connie  B.  Poole,  (205)  961-0375. 

W.  Lee  Evey         ^ 
Contracting  Officer 

Enclosure 

cc:  Mr.  R.  D.  Goodman 


;' 
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National  Aeronautics  and 
Space  Administration 

George  C.  Marshall  Space  Flight  Center 

Marshall  Space  Flight  Center.  AL  35812 


GP12-SB/SFOC  (95-071) 


September  28, 1995 


TO:  Offerors  Expressing  Interest  in  SutKX)ntracting  Opportunities 

SUBJECT:  Sut>contracting  Opportunities,  Space  Fliglit  Operations  Contract 


Your  firm  responded  to  the  Commerce  Business  Daily  "sources  sought"  synopsis  for  the 
above  referenced  acquisition.  Four  companies  have  now  been  identified  as  F>otential 
candidates  for  award  of  the  prime  contract.  In  order  to  facilitate  communication  between 
potential  prime  and  subcontractor  candidates,  the  following  information  is  provided. 

Prime  contractor  candidates  and  the  points  of  contact  they  have  designated  for 
subcontracting  opportunities  are: 


BAMSI 

ATTN:  Mr.  Marshall  Randall 
P.O.  Box  1659 
Titusville,  FL  32781 
Phone:    (407)269-4193 
FAX:       (407)  268-8454 


McDonnell  Douglas 
ATTN:  Dennis  Brown 
Mail  Code:  15-2 
5301  Bolsa  Avenue 
Huntington  Beach,  CA  92647 
Phone:    (714)896-6976 
FAX:       (714)896-2630 


Boeing 

ATTN:  Mr.  Robert  Buss  or 

Mr.  Robert  MacQueen 

499  Boeing  Blvd 

Mail  Code:  JR-63 

Huntsville,  AL  35824 

Phone:    (205)  461-2006  (Mr.  Buss) 

(205)  461-3710  (Mr.  MacQueen) 
FAX:       (205)  461  -3070  (Mr.  Buss) 

(205)  461-2730  (Mr.  MacQueen) 

US  Alliance 
ATTN:  Rich  Hickman 
600  Gemini  Avenue 
Houston,  TX  77058 
Phone:    (713)282-4245 
FAX:     (713)282-4505 


Each  of  the  firms  listed  above  has  been  provided  a  list  of  companies  interested  in 
subcontracting  opportunities.  The  list  will  also  be  included  in  an  Offerors'  Ubrary  which  is 
currently  being  established. 

Please  direct  any  questions  you  may  have  to  Connie  B.  Poole,  (205)  961-0375. 


W.  Lee  Evey  ^ 

Contracting  Officer 
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Author:       RICK   GLOVER    at    MSFC5P0 
Date:  10/3/95      2:35   PM 

Subject: 

Message  Contents   

Transmission   via    CBD  Express  V.    6.0 

NASA.    Marshall   Space   Flight   Center,    AL  r^ 

1  .   M!  ; 

2.  .JMXyi4-< 

3.  95!! 

4.  GPO751025!! 

5.  35812!! 

6.  18!  ! 

7.  NASA,  George  C.  Marshall  Space  Flight  Center,  Procurement  Office, 
Marshall 

Space  Flight  Center,  AL  35812!! 

8.  18  --  SPACE  FLIGHT  OPERATIONS  CONTRACT  1  I 

9.  RFP  8-SSP-SEB! I 

10.  102095!! 
Contact  Mr.  Walker  Lee  Evey/GPI 2/Attn:  Space  Flight  Operations 


1 1 .   Contact  Mr. 

Contract, 

(205)  961-204011 

12.   N/A! 

13.   N/A! 

14.   N/A! 

15.   N/A! 

16.   N/A! 

17.   AMENt 

)MENT  3 

-  ADDITIONAL  INFORMATION  --  This  synopsis  provides 
further  detail  regarding  an  announcement  previously  published  m  CBD  on 
August  30,  1995  —  Expressions  of  Interest  for  NASA  Space  Flight 
Operations  Contract  (SFOC)  have  been  obtained  from  four  prime  contractor 
candidates:  BAMSI,  Titusville,  FL;  Boeing,  Seattle,  WA;  McDonnell 
Douglas  Aerospace,  St.  Louis,  MO;  and  United  Space  Alliance,  a  joint 
venture  formed  by  Rockwell  and  Lockheed  Martin,  Houston,  TX . 
Approximately  40  firms  have  expressed  interest  in  subcontracting 
opportunities.  On  September  25  and  26,  capabilities  presentations  were 
received  from  prime  contractor  candidates.  On  October  10  at  Marshall 
Space  Flight  Center,  as  a  follow-on  to  those  capability  presentations, 
the  four  prime  contractor  candidates  identified  to  date  will  be  provided 
with  some  preliminary  schedule  and  planning  information  prior  to  release 
of  the  draft  RFP  in  November.  It  is  our  intent,  by  not  later  than 
October  11,  to  send  this  information  by  mail  to  all  candidates 
identified  to  date  as  well  as  those  who  respond  to  this  notice.  No 
further  action  is  necessary  at  this  time  by  any  firm  who  has  already 
submitted  an  expression  of  interest.  Those  firms  who  have  not  already 
done  so  may  submit  written  statements  of  interest  and  capability  in 
compliance  with  the  instructions  provided  in  the  CBD  announcement  of 
August  30,  1995.  Submissions  are  due  NLT  October  20,  1995.  —  Any 
interested  party  who  wishes  to  receive  this  information  but  does  not 
wish  to  pursue  subcontracting  opportunities,  may  receive  it  upon  written 
request .***»» 
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SPACE  FLIGHT  OPERATIONS  CONTRACT  PRELIMINARY  BRreriNG  TO 
POTENTIAL  PRIME  CONTRACTORS. 

THE  FOLLOWING  IS  PRELIMINARY  INFORMATION  AND  IS  SUBJECT  TO 
CHANGE.  IT  IS  NOT  TO  BE  USED  FOR  PREPARATION  OF  PROPOSALS 


OCTOBER  10, 1995 
PRESENTATION  TO  INDUSTRY 

Opening:  Mr  David  Mobley  opened  the  meeting  by  noting  that  this  procurement  would 
reflect  a  new  way  of  doing  business  for  NASA  and  that  severaJ  of  the  unique  features 
would  be  reflected  in  this  presentation   He  discussed  the  fact  that  tliis  procurement  was 
on  an  extremely  short  schedule.  He  made  sure  that  all  understood  that  communications 
between  industry  and  NASA  were  open  but  controlled  with  all  questions  to  come  through 
Walker  L  "Lee"  Evey,  Contracting  Officer. 

Basic  Presentation:  The  presentation  was  made  by  Mr  Evey.  He  began  by  stating  that 
this  presentation  was  in  response  to  questions  the  contractors  had  raised  during  their 
presentations  on  September  25  and  26.  Mr.  Evey  did  emphasize  that  this  solicitation  was, 
for  NASA,  a  new  way  of  doing  business   Groundrules  for  the  presentation  included  that 
there  would  be  no  debating  of  issues;  however,  clarification  questions  were  permissible. 
All  questions  and  answers  would  be  summarized  and  distributed  to  interested  parties 

PresentAtiod  Attached: 

Questions  Arising  from  the  Presentation: 

Chart  4,  Pictorial  Presentation  of  Award  fee  Evaluation: 

Question:  With  regard  to  award  fee,  will  there  be  any  fee  "rolled-forward"? 

NASA  Response:  No. 

Question:  Does  the  NASA  concept  of  the  "SuperBoard"  contemplate  only  "take-back" 
i.e.,  the  SuperBoard  would  not  increase  interim  award  fee  scores? 
NASA  Response:  That  is  correct.  The  current  concept  only  contemplates  acceptance  of 
the  interim  on-ground  evaluations  or  a  take-back. 

Chart  9,  Accelerated  Procurement  Schedule: 

Question:  NASA  plans  to  have  a  face-to-face  meeting  to  explain  the  draft  RFP  on  its  date 

of  release.  Does  NASA  plan  the  same  type  of  meeting  for  the  formal  RJP? 

NASA  Response:  It  depends  upon  the  comments  received  on  the  draft  RFP  and  the  scope 

of  changes  from  the  draft  to  the  final  document. 

Chart  20,  Innovative  Source  Selection: 

During  Discussions,  NASA  noted  that  oral  proposals  would,  as  currently  contemplated, 

consist  of  one  hour  for  offeror  presentation  with  the  remainder  of  tiie  day  spent  with 
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ofFerors  addressing  situational  problems.  All  offerors  will  be  asked  identical  questions 
NASA  will  be  looking  for  answers  from  those  individuals  who  will  be  working  the 
problems  day-to-day  (e.g.,  the  offeror's  in-line  management  team). 

Oral  presentations  will  be  scored  and  points  attributed  to  oral  presentations  will  be 
meaningful. 

Chart  30,  Directed  Existing  Subcontracts: 

Question:  If  current  arrangement  is  a  "bad  deal"  or  performance  under  a  directed  existing 

subcontract  is  bad  (e.g.,  overrun),  will  this  become  the  responsibility  of  the  prime 

contractor? 

NASA  Response:  Yes.  The  prime  contraaor  is  responsible  for  overall  performance.  As 

pari  of  the  effort  under  the  SFOC  contract,  the  prime  contractor  is  expected  to  renegotiate 

directed  existing  subcontracts  to  improve  upon  existing  arrangements. 

Question:  Is  a  "plug"  number  the  cost  and  fee  for  the  directed  existing  subcontracts,  and 
will  these  "plug"  numbers  be  provided  for  the  life  of  the  subcontract? 
NASA  Response:    'Tlug"  numbers  are  to  be  used  for  purposes  of  proposal  preparation 
Where  possible,  NASA  will  negotiate  the  cost  and  fee  of  the  directed  existing  subcontracts 
and  replace  the  "plug"  numbers  with  actual  value.  If  this  is  not  possible,  adjustments  for 
actual  value  of  the  directed  existing  subcontracts  will  be  made  via  modification  to  the 
SFOC  contract. 

It  was  noted  that  the  "plug"  numbers  will  be  handled  differently  for  the  different  types  of 
directed  existing  subcontracts   For  Type  1,  "plug"  numbers  will  be  provided  through  the 
life  of  the  existing  NASA  contract;  the  offeror  is  then  free  to  propose  an  alternative 
arttingemenf.  For  Type  2,  the  "plug"  numbers  will  be  provided  for  the  life  of  the  SFOC 
contraa. 

Question:  Will  the  offerors  be  able  to  propose  different  arrangements  (eg.,  sources)  for 
the  existing  directed  subcontracts  when  current  periods  of  performance  are  complete? 
NASA  Response:  Yes  for  Type  1  directed  existing  subcontracts    Again,  Type  2  wiU 
remain  directed  subcontracts  until  NASA  is  convinced  by  the  SFOC  contractor  that 
competition  or  some  other  alternatives  is  feasible  and  will  suppon  safety  and  schedule 
requirements 

Question:  Will  all  contracts  affected  by  the  SFOC  contract  be  identified  by  subcontract 
category  in  the  draft  RFP? 

NASA  Response:  Yes    Further,  the  draft  RFP  will  address  the  impact  to  the  originally 
identified  85  contracts  so  as  to  provide  a  trace  (roadmap)  from  that  origmal  list. 

Chart  3S,  Transition  of  Existing  Primes: 

Question:  Why  does  the  chart  end  after  FYOl;  is  this  some  form  of  message? 
NASA  Response:  No.  Original  planning  was  for  only  five  years  and  the  chart  has  not 
been  updated  to  reflect  the  addition  of  five  1  year  options. 
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Question:   Will  NASA  support  a  logical  transition  plan  with  necessary  terminations  for 

convenience? 

NASA  Response:  It  is  NASA's  goal  to  minimize  terminations,  the  details  of  the 

transition  plan  are  still  in  development,  but  NASA  will  provide  the  baseline  in  the  Draft 

RFP. 

Chart  36,  Split  Contract  -  Concept: 

During  a  discussion  of  this  chart,  NASA  noted  that  actual  contract  transition,  over  the  life 
of  the  SFOC  contract,  would  take  into  consideration  not  only  development  complete,  but 
also  the  maturity  of  the  contractor's  understanding  of  the  work. 

QUESTIONS  ASKED  AFTER  THE  PRESENTATION: 

Question:  Is  this  presentation  controlled? 

NASA  Response:  No.  It  will  sent  out  to  all  interested  parties. 

Question:  There  is  not  much  that  has  been  provided  related  to  Space  Station  Logistics. 
How  is  it  involved? 

NASA  Response:  Space  Station  operations  will  be  included  in  the  SFOC,  but  there  is  not 
much  more  detail  that  we  have  at  this  time.  We  do  not  know  if  there  will  be  directed 
existing  subcontracts  in  this  arena.  We  are  not  going  to  include  in  the  SFOC  contract  any 
thing  that  is  currently  included  in  the  existing  Boeing  Space  Station  Contract  (NAS  15- 
10000)  but  Space  Station  operations  is  not  included  in  that  contract    NASA  desires  to 
maximize  synergism  between  Shuttle  and  Station  as  much  as  possible  but  has  not  resolved 
this  as  an  issue. 

Question:  How  do  you  expect  to  handle  Station  Sustaining  Engineering? 
NASA  Response:  We  do  not  know  yet. 

Question:  For  Incentive  Fee  versus  Award  Fee,  is  NASA  going  to  specify  weightings? 
NASA  Response:  NASA  does  intend  to  specify  a  specific  award  fee  pool,  but  we  are 
still  considering  how  to  best  handle  incentive  fee 

Question:  Will  the  performance  metrics  established  in  the  SOW  be  evaluated  under 
Award  fee? 

NASA  Response:  Yes  It  is  NASA's  intent  to  manage  this  contract  by  faa  not  anecdote. 
That  does  not  mean  that  the  award  fee  process  will  be  a  mathematical  or  mechanical 
evaluation    It  will  remain  a  subjective  evaluation  but  will  utilize,  to  the  maximum  extent 
possible,  factual  data. 

Question:  Will  the  award  fee  evaluation  be  subjective  or  objective' 

NASA  Response:  It  will  be  subjective,  but  the  Fee  Determination  Official  will  have  a 

substantial  amount  of  objective  information  to  aid  in  fee  determination. 
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Question:  How  many  performance  measures  will  there  be? 

NASA  Response:  We  do  not  know  at  this  time.  The  SOW  is  slill  under  construction. 

Question:  Is  the  ASM  meeting  on  the  schedule  an  internal  NASA  meeting? 
NASA  Response:  Yes 

Question:  Will  it  be  clear  in  the  draft  RFP  how  the  85  contracts  outlined  by  Dr  Littles 

will  be  affected? 

NASA  Response:  Yes    They  will  be  addressed  specifically  in  the  draft  RFP 

Question:  Hypothetical  "plug"  number  situation:  Assume  you  have  a  directed  existing 

subcontract  with  four  years  remaining  on  the  subcontract.  Is  the  offeror  fi"ee  to  propose 

something  other  than  a  directed  subcontract  for  the  effort  after  the  four  years  are 

complete'? 

NASA  Response:  Yes,  if  the  subcontract  is  a  Type  1  directed  existing  subcontract.  No,  if 

it  is  a  Type  2. 

Question:  How  does  the  SFOC  activity  play  in  the  overall  NASA  restructure? 
NASA  Response:  NASA  plans  to  freeze  requirements  as  of  the  draft  RFP  and  thus 
provide  offerors  a  baseline  from  which  to  bid.  Any  changes  to  that  baseline  will  be 
handled  as  modifications  to  the  contract  after  award. 

END  OF  QUESTIONS. 
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National  Aeronautics  and 
Space  Administration 

George  C.  Marshall  Space  Flight  Center 

Marshall  Space  Flight  Center.  AL  35812 


GP12/SB-SF0C  (96-007) 


October  11,  1995 


TO:  Prospective  Subcontractor  Candidates 

FROM:  Contracting  Officer,  Space  Flight  Operations 

SUBJECT:     Space  Flight  Operations  Contract 


On  October  10,  1995.  a  meeting  was  held  with  the  four  prime  contractor  candidates 
who  have  been  identified  to  date  for  the  above  referenced  contract.   During  the 
meeting,  which  was  a  follow-on  to  the  capabilities  presentations  previously  given  by 
the  four  firms,  preliminary  planning  and  schedule  information  was  given.  The  same 
information  is  now  being  provided  to  all  interested  parlies  as  an  enclosure  to  this 
letter. 

Release  of  a  draft  RFP  not  later  than  mid-November  is  anticipated  and  will  be 
announced  in  a  Commerce  Business  Daily  synopsis. 


W.  Lee  Evey  '^ 


Enclosure 


?-^-763  -  96  -  3 
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Naiional  Aeronautics  and 
Space  Adminisifation 

George  C.  Marshall  Space  Flight  Center 

Marshall  Space  Flight  Center.  AL  35812 


GP12/SB-SF0C  (96-009)  OCT    \  3  ^995 

TO:  All  Prospective  Prime  and  Subcontractor  Candidates 

FROM:         Contracting  Officer,  Space  Flight  Operations  Contract 

SUBJECT:  Release  of  Draft  Request  for  Proposal  (DRFP). 
Space  Flighit  Operations  Contract  (SFOC) 

The  DRFP  for  above  referenced  solicitation  will  be  released  on  Wednesday, 
November  8,  1995.  Concurrent  with  release  of  the  draft  solicitation,  an  industry 
briefing  will  be  held  at  Marshal!  Space  Flight  Center,  Building  4200,  Morris 
Auditorium,  at  9:00  A.M.,  to  explain  salient  features  of  the  solicitation.  Attendance 
will  be  limited  to  three  representatives  per  firm.  Those  companies  wishing  to  attend 
the  industry  briefing  are  requested  to  notify  the  undersigned  by  not  later  than  Friday, 
November  3,  1995.  Notifications  may  be  faxed  to  (205)  544-9133  or  mailed  to  the 
following  address: 

Marshall  Space  Flight  Center 
GP12/S8-SFOC(Mr.  Evey) 
Marshall  Space  Fit  Ctr.  AL  35812 

Scheduled  site  visits  to  NASA  field  installations  are  expected  to  commence 
November  13,  1995  and  details  will  be  provided  to  you  by  November  1. 

Interested  parties  who  do  not  plan  on  attending  the  industry  briefing  and  have  not  yet 
identified  themselves  as  prime  or  subcontractor  candidates  may  receive  a  copy  of 
the  solicitation  by  written  request  to  the  address  or  fax  number  shown  above. 

A  Vendor  Library,  located  in  Room  312  of  Building  4202,  Marshall  Space  Flight 
Center,  AL,  will  be  open  to  all  interested  parlies,  by  appointment  only,  7:30  A.M.  to 
5:00  P.M.  CST.  Monday  through  Friday  (except  holidays)  beginning  October  23, 
1995.  Appointments  may  be  made  by  contacting  Mr.  Michael  J.  McLean,  (205) 
544-0397  or  Ms.  Vicki  Owens,  (205)  544-0316.  The  library  contains  copies  of 
Shuttle-related  contract  (including  those  to  be  included  in  the  SFOC),  Shuttle 
baseline  technical  documentation,  and  pertinent  NASA  field  center-specific  policies 
and  procedures. 

Please  direct  any  questions  you  may  have  to  Connie  Poole,  (205)  961-0375. 


W.  Lee  Evey  ^ 


:-.^:=i:H-^.ii.i.iy  Oi 
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Description 

CBD  l5SU«:10/n/1995  (C»j3c-^  iTyv^^.s  5.1^*^^"  ) 

NASA,  G«crge  C.  Marshall  Space  Flight  Center,  Procurtment  Office,  Marshall 
space  Flight  Center,  AL  (358121 

Cateaory  le  --  SPACE  FLIGHT  OPEPATIONS  CONTRACT  SOL  RFP  e-SSf-SEB  DUE  11249S  POC 
Contact  Mr.  Walker  Lee  Evey/GPi:SB/S5P/At  tn :  Space  Fliflht  Operation-)  Contract 
DRAFT  RFP  AVAILABLE  FOR  DiDUSTRy  COMMDJT  --  NASA  13  3»«king  comments  from 
interested  parties  regardinq  its  draft  RFP  for  the  Space  Flight  Operations 
Contract   SFOC).  The  draft  RFP  will  be  released  on  November  9,  1995, 
concurrently  with  a  briefing  to  industry  explaining  its  content,  comments  must 
be  received  no  later  than  5:00  PM  CST  Friday,  November  24,  1995.  --  All 
interested  parties  (limit  of  three  representatives  per  firm)  may  attend  the 
industry  briefing,  to  be  held  at  NASA/George  C.  Marshall  Space  Flight  Center. 
Building  4200,  Morris  Auditorium  at  9:00  AM  CST,  Wednesday,  November  8,  1995. 
One  copy  of  the  draft  RFP  will  be  provided  during  the  briefing  to  each 
organization  present.  Notifications  of  Intent  to  attend  the  industry  briefing 
are  required,  for  receipt  by  the  Government  no  later  than  5:00  PM  CST  Friday, 
November  3,  1995,  and  should  be  sent  to  Mr.  Evey  at  the  above  address  or  faxed 
to  his  attention  at  205/544-9133.  --  Interested  parties  not  attending  Che 
industry  briefing  may  obtain  a  copy  of  the  draft  RFP  by  submitting  a  written 
request  to  Mr.  Evey  at  the  address  or  fax  number  above.  Copies  of  th.e  draft 
PFP  provided  in  response  to  written  req^iests  will  be  mailed  no  earlier  than 
Thursday,  November  9,  1995.  --  A  Vendor  Library,  located  in  room  312/313  of 
Building  4202,  Marshall  Space  Flight  Center,  AL,  will  be  open  to  all 
interesred  parties  7:30  AM  to  5:00  PM  CST  on  Government  workdays  beginning 
Monday,  October  23,  1995,  by  appointment  only.  Phone  Mr.  Michael  J.    McLean, 
205/544-C397,  or  Ms.  vicki  Owens,  205/544-0316,  during  business  hours  for  an 
appointment.  The  library  contains  copies  of  Shuttle- related  contracts 
(including  those  to  be  included  in  the  SFOCI ,  Shuttle  baseline  technical 
documentation,  and  pertinent  NASA  field  center-specific  policies  and 
procedures.  (0286) 

Return  to  Business  Opportunilies  at  MSFC 
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Description 

CSD  Issue:  10/ie/199S   (^oti~>V  *-r^">=>  it<>^-^  ) 

EPACl;  flight  or-EPAXIONS  contract  Draft  RFP  fl-SSP-SEB.  Due  1124?5.  Contact 
K;:^A,  Georae  C .  Marshall  Space  Flight  Center,  Procurement  Office,  Marshall 
Space  Flight  Center,  Ai,  (3Sei21,  Mr.  Walker  Lee  Evey/CPirsB/SSP/Attn:  Space 
Flight  operations  Contract.  Draft  RFP  available  for  industry  cooinwnt  --  NASA 
is  seeking  comments  from  interested  parties  regarding  its  draft  RFP  for  the 
Space  Flight  Operations  Contract  (SFOC) .  The  draft  PFP  will  be  released  on 
Ncveraber  9,  1995,  concurrently  with  a  briefing  to  industry  ejcplainlng  Its 
ccntent.  Conncents  must  be  received  no  later  than  5:00  PM  CST  Friday,  November 
;<.  1995.  All  interested  parties  (limit  of  three  representatives  per  firm)  may 
at-end  the  industry  briefing,  to  be  held  at  NASA/George  C.  Marshall  Space 
Flight  Center,  Building  4200,  Morris  Auditorium  at  9:00  AM  CST,  Wednesday, 
November  8,  1995.  One  copy  of  the  draft  PFP  will  be  provided  during  the 
briefing  to  each  organisation  present.  Notifications  of  intent  to  attend  the 
industry  briefing  are  required,  for  receipt  by  the  government  no  later  than  S 
:0,''  PM  CST  Friday,  November  3,  1995,  and  should  be  sent  to  Mr.  Evey  at  the 
abave  address  or  fa.xed  to  his  attention  at  r05/5<4-9133 .  Interested  parties 
not  attending  the  industry  briefing  may  obtain  a  copy  of  the  draft  PFP  by 
suirntitting  a  written  request  to  Mr.  Evey  at  the  address  or  f«K  number  above. 
Copies  of  the  draft  P.FP  provided  in  response  to  written  requests  will  be 
mailed  no  earlier  than  Thursday,  November  9,  1995.  A  Vendor  Library,  located 
in  room  312/313  of  Building  4202,  Marshall  Space  Flight  Center,  AL,  will  be 
open  to  all  interested  parties  7:30  AM  to  5:00  PM  CST  on  Government  workdays 
be:3innlng  Monday,  October  23,  1995,  by  appointment  only.  Phone  Mr.  Michael  J. 
McLean,  205/544-0397,  or  Ms.  vicki  Owens,  205/544-031$,  during  business  hours 
for  an  appointment.  The  library  contains  copies  of  Shuttle-related  contracts 
(i:icluding  those  to  be  included  in  the  SFOC) .  Shuttle  baseline  technical 
dciumentation,  and  pertinent  NASA  field  center-specific  policies  and 
prccedures . 

Rcrum  to  Business  Opportunities  at  MSFC 
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N/A!  ! 
1023!! 
95!  ! 

GPO75102S! ! 
35812!  ! 
N/A!  I 

NASA,  George  C.  Marshall  Space  Flight  Center,  Procurement  Office,  Marshall 
Space  Flight  Center,  AL  35812!! 

8.  N/A  --  SPECIAL  NOTICE:  SPACE  FLIGHT  OPERATIONS  CONTRACT!! 

9.  RFP  8-SSP-SEB! ! 

10.  N/A!  ! 

11.  Contact  Mr.  Walker  Lee  Evey/GPl 2SB/SSR/Attn :  Space  Flight  Operations 
Contract ! 

N/A! 

N/A! 

N/A! 

N/A! 

N/A! 

In  a  special  notice  which  appeared  on  October  18,  1995,  release 
of  a  draft  RFP  for  the  Space  Flight  Operations  Contract  (SFOC)  concurrent  with 
a  briefing  to  industry  on  November  8  was  announced.  Both  release  of  the  draft 
RFP  and  the  associated  industry  briefing  are  postponed.  In  the  short  time 
since  the  Space  Flight  Operations  Contract  to  consolidate  NASA  space  flight 
activities  was  announced,  a  great  deal  of  work  has  gone  into  defining  the 
content  of  the  consolidated  effort.  NASA  has  determined  that  it  needs  an 
additional  period  of  time  to  review  the  work  done  to  date  and  to  consider  the 
most  effective  way  to  approach  the  consolidation.  The  Vendor  Library  located 
in  Room  312  of  Building  4202  is  now  open.  Appointments  may  be  made  by 
contacting  Mr.  Michael  J.  McLean,  (205)  544-0397  or  Ms.  Vicki  Owens,  (205) 
544-0316. *»•** 


2. 
3. 
4. 
5. 
6. 
7. 


12. 
13. 
14. 
15. 
16. 
17. 
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Procurement    Office,    Marshall 


M!  ! 

1023! ! 
95!  ! 

GPO751025 ! I 
3S812! ! 
18!  ! 

KASA,  George  C.  Marshall  Space  Flight  Center, 
pace  Flight  Center,  AL  35812!! 

18  --  SPACE  FLIGHT  OPERATIONS  CONTRACT!! 
RFP  8-SSP-SEB! ! 

0.  N/A!  ! 

1.  Contact   Mr.    Walker   Lee   Evey/GPi 2SB/SSR/Attn :    Space   Flight   Operations 
ontract ! 

2.  N/A 

3.  N/A 

4.  N/A 

5.  N/A 

6.  N/A 

7.  MODIFICATION  --  In  a  synopsis  which  appeared  on  October  17,  1995,  release 
f  a  draft  RFP  for  the  Space  Flight  Operations  Contract  (SFOC)  concurrent  with 

briefing  to  industry  on  November  8  was  announced.  Both  release  of  the  draft 
FP  and  the  associated  industry  briefing  are  postponed.  In  the  short  time 
ince  the  Space  Flight  Operations  Contract  to  consolidate  NASA  space  flight 
ctivlties  was  announced,  a  great  deal  of  work  has  gone  into  defining  the 
ontent  of  the  consolidated  effort.  NASA  has  determined  that  it  needs  an 
dditional  period  of  time  to  review  the  work  done  to  date  and  to  consider  the 
lOSt  effective  way  to  approach  the  consolidation.  The  Vendor  Library  located 
n  Room  312  of  Building  4202  is  now  open.  Appointments  may  be  made  by 
ontacting  Mr.  Michael  J.  McLean,  (205)  544-0397  or  Ms.  Vicki  Owens,  (205) 
44-031 6. ••««* 
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1.  M!  ! 

2.  11091! 

3.  95!! 

«.      GPO751025;! 

5.  35812!! 

6.  18!! 

7.  NASA,  George  C.  Marshall  Space  Flight  Center,  Procurement  Otlice,    Marshall 
Space  Flight  Center,  AL  358121! 

8.  18  --  SPACE  FLIGHT  OPERATIONS  CONTRACT!! 
i .   RFP  8-SSP-SEB! ! 

10.  N/A!! 

11.  Contact  Mr.  Walker  Lee  Evey/GP12SB/SSR/Attn:  Space  Flight  Operations 
Contract  i  ! 

12.  N/A! 

13.  N/A! 

14.  N/A! 

15.  N/A! 

16.  N/A! 

17.  MODIFICATION   --    In  a   synopsis   which   appeared   on   October   30,     1995, 
release  o£   a  draft   RFP   for   the   Space  Flight   Operations  Contract    (SFOC) 
concurrent   with  a  briefing   to   industry   on  November   8  was  postponed.    Release 
of   the  draft   RFP  and  the  related   industi-y  briefing   for   the  referenced 
acquisition    is   hereby   canceled.    The   NASA   Administrator   has   decided   that    the 
agency  will   pursue  a  non-competitive  contract   with  United  Space  Alliance,    a 
joint   venture   formed  by  Rockwell    International   and  Lockheed  Martin 
Corporation.    The   decision   Co   conduct    a   non-competitive   negotiation   vas   made 
on  the  basis  of   safety,    manifest   and  schedule   requirements   in  view  of   the 
agency's   commitment   to   launch   the   first   space   station  element    in   late   1997. 
NASA  wishes   Co  thank  the   firms   who  previously   expressed  interest    in   this 
acquisition. 
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Mr.  Sensenbrenner.  Thank  you  very  much,  Mr.  Goldin. 

The  first  question  is,  do  you  have  a  copy  of  the  Joint  Venture 
Agreement  between  Rockwell  and  Lockheed-Martin? 

Mr.  Goldin.  I  believe  our  legal  counsel  received  a  copy  yester- 
day. Is  that  correct? 

Mr.  Sensenbrenner.  Can  you  submit  that  for  the  record? 

Mr.  Goldin.  Yes,  sir. 

Mr.  Sensenbrenner.  Because  we  asked  Rockwell  yesterday  to 
furnish  us  a  copy  of  the  joint  venture  agreement,  and  as  of  the  time 
I  convened  this  hearing,  we  had  not  received  it. 

Mr.  Goldin.  Mr.  Frankle  received  it  yesterday,  and  we  will  get 
it  to  you  as  soon  as  possible. 

Mr.  Sensenbrenner.  Thank  you. 

Without  objection,  I  will  include  a  copy  of  this  agreement  in  the 
record  at  this  point. 

[The  following  information  was  received  for  the  record:] 
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[CONFORMED  COPY] 


MASTER  AGREEMENT 


Between 


ROCKWELL  INTERNATIONAL  CORPORATION 

and 

LOCKHEED  MARTIN  CORPORATION 


Dated  as  of  November  22,  1995 
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MASTER  AGREEMENT 

THIS  MASTER  AGREEMENT  (this  "Agreement"),  dated  as 
of  November  22,  1995,  by  and  between  Rockwell  International 
Corporation,  a  Delaware  corporation  ("Rockwell")  and 
Lockheed  Martin  Corporation,  a  Maryland  corporation  ("LMC") . 

WITNESSETH: 

WHEREAS,  the  National  Aeronautics  and  Space 
Administration  ("NASA")  has  determined  to  consolidate 
essentially  all  contracts  relating  to  NASA's  Human  Space 
Flight  Operations  Program  (as  defined  in  the  Operating 
Agreement,  as  hereinafter  defined)  under  one  Space  Flight 
Operations  Contract  with  NASA  (such  contract,  together  with 
any  replacements  thereof,  substitutions  therefor  and 
successors  thereto,  the  "Prime  Contract")  in  order  to 
achieve  greater  efficiency,  cost  reductions  and  flight 
safety; 

WHEREAS,  Rockwell  and  LMC  are  parties  to 
significant  prime  contracts  with  NASA  in  connection  with 
NASA's  Human  Space  Flight  Operations  Program  and  NASA, 
Rockwell  and  LMC  have  concluded  that  by  combining  their 
respective  capabilities  Rockwell  and  LMC  can  provide  the 
best  resources  available  to  meet  NASA's  requirements  and 
objectives  in  respect  of  the  Prime  Contract;  and 
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WHEREAS,  Rockwell  and  LMC  desire  to  enter  into  a 
joint  venture  for  the  purpose  of  entering  into  and 
performing  the  Prime  Contract  and  to  subcontract  with 
Rockwell,  LMC  and  other  parties  (as  provided  for  in  the 
Operating  Agreement)  to  satisfy  NASA's  requirements  under 
the  Prime  Contract . 

NOW,  THEREFORE,  in  consideration  of  the  premises 
and  the  mutual  covenants  herein,  the  parties  agree  as 
follows : 

ARTICLE  I 
ESTABLISHMENT  OF  LIMITED  LIABILITY  COMPANY 

Section  1.1  Limited  Liability  Company.   The  joint 
venture  contemplated  by  this  Agreement  shall  be  a  Delaware 
limited  liability  company  known  as  United  Space  Alliance, 
LLC  (the  "Company")  heretofore  formed  on  behalf  of  Rockwell 
Space  Alliance  Company,  a  Delaware  corporation  ("RSAC")  and 
an  indirect  wholly-owned  subsidiary  of  Rockwell  held  through 
Rockwell  Space  Operations  Company,  a  Delaware  corporation 
("RSOC")  and  a  direct  wholly-owned  subsidiary  of  Rockwell, 
and  Lockheed  Martin  Space  Alliance  Company,  a  Delaware 
corporation  ("LMSAC")  and  an  indirect  wholly-owned 
subsidiary  of  LMC  held  through  Lockheed  Space  Operations 
Company,  a  Nevada  corporation  ("LSOC")  and  a  direct  wholly- 
owned  subsidiary  of  Lockheed  Corporation,  a  Delaware 
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corporation  and  a  direct  wholly-owned  subsidiary  of  LMC 
(RSAC  and  LMSAC  are  herein  sometimes  referred  to 
collectively  as  the  "Members").   Contemporaneously  with  the 
execution  and  delivery  of  this  Agreement,  Rockwell  shall 
cause  RSAC  and  LMC  shall  cause  LMSAC  to  execute  a  limited 
liability  company  operating  agreement  (the  "Operating 
Agreement")  in  substantially  the  form  of  Exhibit  A  attached 
hereto.   Rockwell  and  LMC  each  shall  at  all  times  cause  RSAC 
and  LMSAC,  respectively,  to  exercise  all  management  rights 
with  respect  to  the  Company  in  such  a  manner  as  to  ensure 
compliance  with  the  provisions  of  this  Agreement  and  the 
Operating  Agreement. 

Section  1.2   Company  Business.   Subject  to  the 
provisions  of  the  Operating  Agreement,  Rockwell  and  LMC 
contemplate  that : 

(a)   The  business  of  the  Company  shall  be  to 
perform  all  phases  of  the  Human  Space  Flight  Operations 
Program.   It  is  the  further  intention  of  Rockwell  and  LMC 
that  the  Company  will  have,  in  its  initial  phase, 
approximately  $600  million  in  contract  revenues  (based  on 
1995  fiscal  year  revenues)  to  come  in  approximately  equal 
portions  from  contract  effort  currently  performed  by  RSOC 
and  by  LSOC,  together  with  the  facility  and  other  resources 
used  to  perform  the  contracts  associated  with  those 
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revenues,  and  approximately  6,000  employees  to  come 
principally  from  RSOC  and  LSOC. 

(b)   Each  of  RSAC  and  LMSAC  shall  make 
contributions  to  the  capital  of  the  Company  pursuant  to  the 
terms  and  provisions  of  Operating  Agreement.   The  method  of 
contribution  may  include  one  or  more  contract  novation 
agreements  with  NASA,  amendments  to  existing  contracts, 
and/or  the  execution  and  delivery  of  the  Prime  Contract  and 
related  contracts,  as  RSAC,  LMSAC  and  NASA  may  agree. 

Section  1.3  Other  Activities.   Subject  to  Section 
6.8,  nothing  in  this  Agreement  or  the  Operating  Agreement 
shall  be  construed  to  restrict  Rockwell  or  LMC  or  any  of 
their  respective  Affiliates  (as  defined  in  the  Operating 
Agreement)  from  performing  other  contracts,  or  competing  and 
bidding  on  future  contracts,  for  NASA;  provided,  however, 
that  work  designated  by  NASA  to  be  performed  as  part  of  the 
Human  Space  Flight  Operations  Program  shall,  unless 
designated  otherwise  by  NASA,  be  performed  by  Rockwell,  LMC 
and  their  respective  Affiliates  only  by  and  through  the 
Company,  including  under  subcontracts  awarded  by  the 
Company . 

Section  1.4  Compliance  With  Laws.   It  is  the 
intention  of  Rockwell  and  LMC  that  by  entering  into  this 
Agreement,  and  in  causing  RSAC  and  LMSAC  to  enter  into  the 
Operating  Agreement,  each  of  Rockwell,  LMC,  RSOC,  LSOC, 
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RSAC,  LMSAC  and  the  Company  shall  comply  fully  with  all 
appliccible  laws  and  regulations,  including  Sections  1  and  2 
of  the  Sherman  Act,  15  U.S.C.  §§  1,  2,  Section  7  and  7A  of 
the  Clayton  Act,  15  U.S.C.  §§  18,  18A,  and  Section  5  of  the 
Federal  Trade  Commission  Act,  15  U.S.C.  §  45  (collectively, 
the  "Antitrust  Laws"). 

ARTICLE  II 
GUARANTIES 

Section  2.1  Guaranty  of  Rockwell .   Rockwell 
shall,  contemporaneously  with  the  execution  and  delivery  of 
this  Agreement,  execute  and  deliver  to  LMSAC  and  LMC  a 
Guaranty  (the  "Rockwell  Guaranty")  of  the  performance  by 
RSAC  of  certain  of  its  obligations  under  the  Operating 
Agreement  and  an  indemnification  by  Rockwell  against  losses 
caused  by  RSAC's  failure  to  perform  such  obligations.   The 
Rockwell  Guaranty  shall  be  in  substantially  the  form  of 
Exhibit  B  attached  hereto.   The  performance  by  LMSAC  of  its 
obligations  under  the  Operating  Agreement  and  by  LMC  of  its 
obligations  under  this  Agreement  are  subject  to  and 
conditioned  upon  the  Rockwell  Guaranty  being  a  valid  and 
binding  obligation  of  Rockwell  enforceable  against  Rockwell 
in  accordance  with  its  terms  (subject  to  applicable 
bankruptcy,  insolvency,  reorganization,  moratorium  and 
similar  laws  affecting  creditors'  rights  generally  and  to 
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general  principles  of  equity)  at  the  date  of  the  Operating 
Agreement  and  until  such  time  as  either  (i)  RSAC  transfers 
its  entire  interest  in  the  Company  in  accordance  with  the 
terms  of  the  Operating  Agreement  or  (ii)  Rockwell  transfers 
all  of  the  outstanding  capital  stock  of  RSAC  (other  than  to 
a  Permitted  Transferee,  as  defined  below  and  permitted 
hereby)  in  accordance  with  the  terms  of  this  Agreement . 

Section  2.2  Guaranty  of  LMC.   LMC  shall, 
contemporaneously  with  the  execution  and  delivery  of  this 
Agreement,  execute  and  deliver  to  RSAC  and  Rockwell  a 
Guaranty  (the  "LMC  Guaranty")  of  the  performance  by  LMSAC  of 
certain  of  its  obligations  under  the  Operating  Agreement  and 
an  indemnification  by  LMC  against  losses  caused  by  LMSAC 's 
failure  to  perform  such  obligations.   The  LMC  Guaranty  shall 
be  in  substantially  the  form  of  Exhibit  C  attached  hereto. 
The  performance  by  RSAC  of  its  obligations  under  the 
Operating  Agreement  and  by  Rockwell  of  its  obligations  under 
this  Agreement  are  subject  to  and  conditioned  upon  the  LMC 
Guaranty  being  a  valid  and  binding  obligation  of  LMC 
enforceable  against  LMC  in  accordance  with  its  terms 
(subject  to  applicable  bankruptcy,  insolvency, 
reorganization,  moratorium  and  similar  laws  affecting 
creditors'  rights  generally  and  to  general  principles  of 
equity)  at  the  date  of  the  Operating  Agreement  and  until 
such  time  as  either  (i)  LMSAC  transfers  its  entire  interest 
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in  Che  Company  in  accordance  with  the  terms  of  the  Operating 
Agreement  or  (ii)  LMC  transfers  all  of  the  outstanding 
capital  stock  of  LMSAC  (other  than  to  a  Permitted 
Transferee,  as  permitted  hereby)  in  accordance  with  the 
terms  of  this  Agreement. 

ARTICLE  III 
REPRESENTATIONS  AND  WARRANTIES 

Section  3.1   By  Rockwell .   Rockwell  hereby 
represents  and  warrants  to  LMC  as  follows: 

(a)  Organization.   Rockwell  is  a  corporation  duly 
organized,  validly  existing  and  in  good  standing  under  the 
laws  of  the  State  of  Delaware  and  has  full  corporate  power 
and  authority  to  own  and  operate  its  assets  and  properties 
and  to  carry  on  its  business  as  presently  being  conducted 
and  as  presently  proposed  to  be  conducted  (including  in  the 
manner  contemplated  by  this  Agreement)  and  is  duly  qualified 
to  do  business  and  is  in  good  standing  in  all  jurisdictions 
in  which  the  ownership  or  occupancy  of  its  properties  or  its 
activities  presently  make  such  qualification  necessary, 
except  where  the  failure  to  so  qualify  would  not  have  a 
material  adverse  effect  upon  its  business,  properties  or 
assets . 

(b)  Authority.   Rockwell  has  all  requisite 
corporate  power  and  authority  to  execute  and  deliver  this 
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Agreement  and  the  Rockwell  Guaranty,  to  perform  its 
obligations  hereunder  and  thereunder  and  to  consummate  the 
transactions  contemplated  hereby  and  thereby.   The 
execution,  delivery  and  performance  of  this  Agreement  and 
the  Rockwell  Guaranty  by  Rockwell  and  the  consummation  by 
Rockwell  of  the  transactions  contemplated  hereby  and  thereby 
have  been  duly  and  validly  authorized  and  approved  by  all 
requisite  corporate  proceedings  of  Rockwell .   This  Agreement 
and  the  Rockwell  Guaranty  have  been  duly  and  validly 
executed  and  delivered  by  Rockwell  and  each  constitutes  a 
legal,  valid  and  binding  obligation  of  Rockwell,  enforceable 
against  Rockwell  in  accordance  with  its  terms,  subject  to 
applicable  bankruptcy,  insolvency,  reorganization, 
moratorium  and  similar  laws  affecting  creditors'  rights 
generally  and  to  general  principles  of  equity. 

(c)   Consents  and  Approvals.   Except  as  set  forth 
in  Schedule  3.1(c)  attached  hereto  and  made  a  part  hereof, 
all  authorizations,  approvals  and  consents,  if  any,  required 
! to  be  obtained  from,  and  all  registrations,  declarations  and 
filings,  if  any,  recpaired  to  be  made  with,  all  governmental 
authorities  and  regulatory  bodies  to  permit  Rockwell  to 
execute  and  deliver  this  Agreement  and  the  Rockwell  Guaranty 
and  to  perform  its  obligations  hereunder  and  thereunder  have 
been  obtained  or  made,  as  the  case  may  be,  and  all  such 
authorizations,  approvals,  consents,  registrations, 
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declarations  and  filings  are  in  full  force  and  effect.   All 
terms  and  conditions  contained  in,  or  existing  in  respect 
of,  such  authorizations,  approvals,  consents,  registrations, 
declarations  and  filings  have  been,  to  the  extent  necessary 
prior  to  the  date  of  execution  and  delivery  of  this 
Agreement  and  the  Rockwell  Guaranty,  duly  satisfied  and 
performed. 

(d)   No  Violations  or  Conflicts.   The  execution, 
delivery  and  performance  of  this  Agreement  and  the  Rockwell 
Guaranty  by  Rockwell  do  not  and  will  not  (i)  violate  or 
conflict  with  any  provision  of,  or  result  in  the  breach  of, 
any  applicable  statute,  law,  rule  or  regulation  of  any 
governmental  authority  or  regulatory  body,  the  Certificate 
of  Incorporation  or  By-laws  of  Rockwell,  or  any  contract, 
agreement,  indenture  or  other  instrument  or  obligation  to 
which  Rockwell  is  a  party  or  by  which  Rockwell  or  any  of  its 
assets  is  bound,  or  of  any  order,  judgment,  writ, 
injunction,  award,  ruling  or  decree  applicable  to  Rockwell 
or  any  of  its  assets,  or  terminate  or  result  in  the 
termination  of  any  such  contract,  agreement,  indenture, 
instrument  or  obligation  or  (ii)  constitute  an  event  which, 
after  notice  or  lapse  of  time  or  both,  would  result  in  any 
such  violation,  conflict,  breach  or  termination  or  result  in 
a  violation  or  revocation  of  any  permit  from  any 
governmental  authority,  regulatory  body  or  other  third 
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party,  except  to  the  extent  that  the  occurrence  of  any  of 
the  foregoing  would  not  individually  or  in  the  aggregate 
have  a  material  adverse  effect  on  the  ability  of  Rockwell  to 
consummate  the  transactions  contemplated  by  this  Agreement 
or  the  Rockwell  Guaranty., 

(e)   Financial  Statements.   Rockwell  has  delivered 
to  LMC  a  true  and  complete  copy  of  the  audited  financial 
statements  of  Rockwell  and  its  consolidated  subsidiaries  for 
the  fiscal  year  ended  September  30,  1994,  and  a  true  and 
complete  copy  of  the  unaudited  financial  statements  of 
Rockwell  and  its  consolidated  subsidiaries  for  the  fiscal 
C[uarter  ended  June  30,  1995.   Such  financial  statements 
present  fairly  in  all  material  respects  the  consolidated 
financial  condition,  results  of  operations  and  cash  flows  of 
Rockwell  and  its  consolidated  subsidiaries  as  of  such  dates 
and  for  the  periods  then  ended  and  have  been  prepared  in 
accordance  with  generally  accepted  accounting  principles, 
except  that  the  unaudited  financial  statements  do  not 
contain  footnotes  and  are  subject  to  normal  year-end 
adjustments.   Since  June  30,  1995,  there  has  been  no 
material  adverse  change  in  the  business,  financial  condition 
or  results  of  operations  of  Rockwell  which  would  adversely 
affect  in  any  material  respect  the  ability  of  Rockwell  to 
perform  its  obligations  under  this  Agreement  or  the  Rockwell 
Guaranty . 


10 


118 


(f)   Litigation.   There  is  no  action,  suit  or 
proceeding  pending,  or  to  the  knowledge  of  Rockwell 
threatened,  against  Rockwell  which  questions  the  validity  of 
this  Agreement  or  the  Rockwell  Guaranty  or  any  action  taken 
or  to  be  taken  pursuant  to  or  in  connection  with  this 
Agreement  or  the  Rockwell  Guaranty  or  which  would,  if 
adversely  determined,  affect  in  any  material  respect  the 
ability  of  Rockwell  to  perform  its  obligations  hereunder  or 
thereunder. 

(g)   Operating  Agreement.   All  representations  and 
warranties  made  by  RSAC  pursuant  to  Section  11. 1  of  the 
Operating  Agreement  are  true  and  correct,  and  all 
representations  and  warranties  to  be  made  by  RSAC  pursuant 
to  Section  11.2  of  the  Operating  Agreement  will  be  ti-ue  and 
correct  as  and  when  made . 

Section  3.2   By  LMC.   LMC  hereby  represents  and 
warrants  to  Rockwell  as  follows: 

(a)   Organization.   LMC  is  a  corporation  duly 
organized,  validly  existing  and  in  good  standing  under  the 
laws  of  the  State  of  Maryland  and  has  full  corporate  power 
and  authority  to  own  and  operate  its  assets  and  properties 
and  to  carry  on  its  business  as  presently  being  conducted 
and  as  presently  proposed  to  be  conducted  (including  in  the 
manner  contemplated  by  this  Agreement)  and  is  duly  qualified 
to  do  business  and  is  in  good  standing  in  all  jurisdictions 


11 


119 


in  which  the  ownership  or  occupancy  of  its  properties  or  its 
activities  presently  make  such  qualification  necessary, 
except  where  the  failure  to  so  qualify  would  not  have  a 
material  adverse  effect  upon  its  business,  properties  or 
assets. 

(b)   Authority.   LMC  has  all  recjuisite  corporate 
power  and  authority  to  execute  and  deliver  this  Agreement 
and  the  LMC  Guaranty,  to  perform  its  obligations  hereunder 
and  thereunder  and  to  consummate  the  transactions 
contemplated  hereby  and  thereby.   The  execution,  delivery 
and  performance  of  this  Agreement  and  the  LMC  Guaranty  by 
LMC  and  the  consummation  by  LMC  of  the  transactions 
contemplated  hereby  and  thereby  have  been  duly  and  validly 
authorized  and  approved  by  all  requisite  corporate 
proceedings  of  LMC.   This  Agreement  and  the  LMC  Guaranty 
have  been  duly  and  validly  executed  and  delivered  by  LMC  and 
each  constitutes  a  legal,  valid  and  binding  obligation  of 
LMC,  enforceable  against  LMC  in  accordance  with  its  terms, 
subject  to  applicable  bankruptcy,  insolvency, 
reorganization,  moratorium  and  similar  laws  affecting 
creditors'  rights  generally  and  to  general  principles  of 
equity. 

(c)   Consents  and  Approvals.   Except  as  set  forth 
in  Schedule  3.2(c)  attached  hereto  and  made  a  part  hereof, 
all  authorizations,  approvals  and  consents,  if  any,  required 
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to  be  obtained  from,  and  all  registrations,  declarations  and 
filings,  if  any,  required  to  be  made  with,  all  governmental 
authorities  and  regulatory  bodies  to  permit  LMC  to  execute 
and  deliver  this  Agreement  and  the  LMC  Guaranty  and  to 
perform  its  obligations  hereunder  and  thereunder  have  been 
obtained  or  made,  as  the  case  may  be,  and  all  such 
authorizations,  approvals,  consents,  registrations, 
declarations  and  filings  are  in  full  force  and  effect.   All 
terms  and  conditions  contained  in,  or  existing  in  respect 
of,  such  authorizations,  approvals,  consents,  registrations, 
declarations  and  filings  have  been,  to  the  extent  necessary 
prior  to  the  date  of  execution  and  delivery  of  this 
Agreement  and  the  LMC  Guaranty,  duly  satisfied  and 
performed. 

(d)   No  Violations  or  Conflicts.   The  execution, 
delivery  and  performance  of  this  Agreement  and  the  LMC 
Guaranty  by  LMC  do  not  and  will  not  (i)  violate  or  conflict 
with  any  provision  of,  or  result  in  the  breach  of,  any 
applicable  statute,  law,  rule  or  regulation  of  any 
governmental  authority  or  regulatory  body,  the  Certificate 
of  Incorporation  or  By-laws  of  LMC,  or  any  contract, 
agreement,  indenture  or  other  instrument  or  obligation  to 
which  LMC  is  a  party  or  by  which  LMC  or  any  of  its  assets  is 
bound,  or  of  any  order,  judgment,  writ,  injunction,  award, 
ruling  or  decree  applicable  to  LMC  or  any  of  its  assets,  or 
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terminate  or  result  in  the  termination  of  any  such  contract, 
agreement,  indenture,  instrument  or  obligation  or 
(ii)  constitute  an  event  which,  after  notice  or  lapse  of 
time  or  both,  would  result  in  any  such  violation,  conflict, 
breach  or  termination  or  result  in  a  violation  or  revocation 
of  any  permit  from  any  governmental  authority,  regulatory 
body  or  other  third  party,  except  to  the  extent  that  the 
occurrence  of  any  of  the  foregoing  would  not  individually  or 
in  the  aggregate  have  a  material  adverse  effect  on  the 
ability  of  LMC  to  consummate  the  transactions  contemplated 
this  by  this  Agreement  or  the  LMC  Guaranty. 

(e)   Financial  Statements.   LMC  has  delivered  to 
Rockwell  a  true  and  complete  copy  of  the  audited 
consolidated  financial  statements  of  LMC  and  its 
subsidiaries  for  the  fiscal  year  ended  December  31,  1994, 
and  a  true  and  complete  copy  of  the  unaudited  consolidated 
financial  statements  of  LMC  and  its  subsidiaries  for  the 
fiscal  quarter  ended  September  30,  1995.   Such  financial 
statements  present  fairly  in  all  material  respects  the 
consolidated  financial  condition,  results  of  operations  and 
cash  flows  of  LMC  and  its  subsidiaries  as  of  such  dates  and 
for  such  periods  then  ended  and  have  been  prepared  in 
accordance  with  generally  accepted  accounting  principles, 
except  that  the  unaudited  financial  statements  do  not 
contain  footnotes  and  are  subject  to  normal  year-end 
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adjustments.   Since  September  30,  1995,  there  has  been  no 
material  adverse  change  in  the  business,  financial  condition 
or  results  of  operations  of  LMC  which  would  adversely  affect 
in  any  material  respect  the  ability  of  LMC  to  perform  its 
obligations  under  this  Agreement  or  the  LMC  Guaranty. 

(f)  Litigation.   There  is  no  action,  suit  or 
proceeding  pending,  or  to  the  knowledge  of  LMC  threatened, 
against  LMC  which  questions  the  validity  of  this  Agreement 
or  the  LMC  Guaranty  or  any  action  taken  or  to  be  taken 
pursuant  to  or  in  connection  with  this  Agreement  or  the  LMC 
Guaranty  or  which  would,  if  adversely  determined,  affect  in 
any  material  respect  the  ability  of  LMC  to  perform  its 
obligations  hereunder  or  thereunder. 

(g)  Operating  Agreement.   All  representations  and 
warranties  made  by  LMSAC  pursuant  to  Section  11.3  of  the 
Operating  Agreement  are  true  and  correct,  and  all 
representations  and  warranties  to  be  made  by  LMSAC  pursuant 
to  Section  11.4  of  the  Operating  Agreement  will  be  true  and 
correct  as  and  when  made. 

Section  3.3   Survival .   All  representations  and 
warranties  made  herein  shall  survive  the  execution  and 
delivery  of  this  Agreement  for  a  period  of  three  (3)  years 
after  any  termination  of  this  Agreement. 
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ARTICLE  IV 
CONDITIONS  TO  INITIAL  CLOSING 

Section  4.1   Conditions  to  Obligations  of  Rockwell 
and  RSAC.   The  obligations  of  Rockwell  and  RSAC  to 
consummate  the  transactions  contemplated  by  this  Agreement 
and  the  Operating  Agreement  are  subject  to  the  satisfaction 
on  or  before  the  Initial  Closing  Date  (as  defined  in  the 
Operating  Agreement)  of  the  following  conditions: 

(a)  Representations  and  Warranties  True  on 
Initial  Closing  Date.   The  representations  and  warranties  of 
LMC  contained  in  this  Agreement  and  of  LMSAC  contained  in 
the  Operating  Agreement  shall  be  true  on  the  date  of 
execution  hereof  and  on  the  Initial  Closing  Date  as  though 
such  representations  and  warranties  were  made  at  and  as  of 
such  time. 

(b)  Performance.   Each  of  LMC  and  LMSAC  shall 
have  duly  performed  and  complied  with  all  agreements  and 
conditions  required  by  this  Agreement  and  the  Operating 
Agreement  to  be  performed  or  complied  with  by  it  on  or  prior 
to  the  Initial  Closing  Date. 

(c)  General  Counsel  Determination.   The  General 
Counsel  of  Rockwell  or  his  designee  shall  have  made  an 
independent  determination  that  none  of  this  Agreement,  the 
Operating  Agreement  or  the  transactions  contemplated  hereby 
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or  thereby,  violate  or  have  the  reasonable  potential  of 
violating  any  of  the  Antitrust  Laws. 

(d)   Compliance  Certificate.   Each  of  LMC  and 
LMSAC  shall  have  delivered  to  Rockwell  a  certificate,  dated 
the  Initial  Closing  Date  and  signed  by  a  duly  authorized 
officer  of  LMC  or  LMSAC,  as  the  case  may  be,  certifying  as 
to  the  fulfillment  of  the  conditions  specified  in  the 
foregoing  subsections  (a) ,  (b)  and  (c) . 

Section  4.2   Conditions  to  Obligations  of  LMC  and 
LMSAC .   The  obligations  of  LMC  and  LMSAC  to  consummate  the 
transactions  contemplated  by  this  Agreement  and  the 
Operating  Agreement  are  subject  to  the  satisfaction  on  or 
before  the  Initial  Closing  Date  of  the  following: 

(a)  Representations  and  Warranties  True  on 
Initial  Closing  Date.   The  representations  and  warranties  of 
Rockwell  contained  in  this  Agreement  and  of  RSAC  contained 
in  the  Operating  Agreement  shall  be  true  on  the  date  of 
execution  hereof  and  on  the  Initial  Closing  Date  as  though 
such  representations  and  warranties  were  made  at  and  as  of 
such  time. 

(b)  Performance.   Each  of  Rockwell  and  RSAC  shall 
have  duly  performed  and  complied  with  all  agreements  and 
conditions  required  by  this  Agreement  and  the  Operating 
Agreement  to  be  performed  or  complied  with  by  it  on  or  prior 
to  the  Initial  Closing  Date. 
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(c)  General  Counsel  Determination.   The  General 
Counsel  of  LMC  or  his  designee  shall  have  made  an 
independent  determination  that  none  of  this  Agreement,  the 
Operating  Agreement  or  the  transactions  contemplated  hereby 
or  thereby,  violate  or  have  the  reasoneible  potential  of 
violating  any  of  the  Antitrust  Laws. 

(d)  Compliance  Certificate.   Each  of  Rockwell  and 
RSAC  shall  have  delivered  to  LMC  a  certificate,  dated  the 
Initial  Closing  Date  and  signed  by  a  duly  authorized  officer 
of  Rockwell  or  RSAC,  as  the  case  may  be,  certifying  as  to 
the  fulfillment  of  the  conditions  specified  in  the  foregoing 
subsections  (a)  ,  (b)  and  (c)  . 

ARTICLE  V 
CONDITIONS  TO  SUBSEQUENT  CLOSINGS 

Section  5.1  Conditions  to  Obligations  of  Rockwell 
and  RSAC.   The  obligations  of  Rockwell  and  RSAC  to 
consummate  the  transactions  contemplated  by  this  Agreement 
and  the  Operating  Agreement  are  subject  to  the  satisfaction 
on  or  before  each  Subsequent  Closing  Date  (as  defined  in  the 
Operating  Agreement)  of  the  following  conditions: 

(a)   Representations  and  Warranties  True  on 
Subsequent  Closing  Date.   The  representations  and  warranties 
of  each  of  LMC  contained  in  this  Agreement  and  of  LMSAC 
contained  in  the  Operating  Agreement  shall  be  true  on  such 
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Siibsequent  Closing  Date  as  though  such  representations  and 
warranties  were  made  at  and  as  of  such  time. 

(b)  Performance.   Each  of  LMC  and  LMSAC  shall 
have  duly  performed  and  complied  with  all  agreements  and 
conditions  required  by  this  Agreement  and  the  Operating 
Agreement  to  be  performed  or  complied  with  by  it  on  or  prior 
to  such  Subsequent  Closing  Date. 

(c)  Compliance  Certificate.   Each  of  LMC  and 
LMSAC  shall  have  delivered  to  Rockwell  a  certificate,  dated 
such  Subsequent  Closing  Date  and  signed  by  a  duly  authorized 
officer  of  LMC  or  LMSAC,  as  the  case  may  be,  certifying  as 
to  the  fulfillment  of  the  conditions  specified  in  the 
foregoing  subsections  (a)  and  (b) . 

(d)  Adverse  Changes .   Since  the  date  of  execution 
of  this  Agreement,  there  shall  not  have  occurred  any  damage, 
destruction,  loss  or  other  event  (whether  or  not  covered  by 
insurance)  which  materially  adversely  affects  the  assets  and 
interests  to  be  transferred  and  assigned  by  LMSAC  to  the 
Company  on  such  Subsequent  Closing  Date,  or  which  would 
materially  adversely  affect  the  business  of  the  Company. 

Section  5.2  Conditions  to  Obligations  of  LMC  and 
LMSAC .   The  obligations  of  LMC  and  LMSAC  to  consummate  the 
transactions  contemplated  by  this  Agreement  and  the 
Operating  Agreement  are  subject  to  the  satisfaction  on  or 
before  each  Subsecjuent  Closing  Date  of  the  following: 
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(a)  Representations  and  Warranties  True  on 
Subsecaient  Closing  Date.   The  representations  and  warranties 
of  each  of  Rockwell  contained  in  this  Agreement  and  of  RSAC 
contained  in  the  Operating  Agreement  shall  be  true  on  such 
Subsequent  Closing  Date  as  though  such  representations  and 
warranties  were  made  at  and  as  of  such  time. 

(b)  Performance.   Each  of  Rockwell  and  RSAC  shall 
have  duly  performed  and  complied  with  all  agreements  and 
conditions  required  by  this  Agreement  and  the  Operating 
Agreement  to  be  performed  or  complied  with  by  it  on  or  prior 
to  such  Subsequent  Closing  Date. 

(c)  Compliance  Certificate.   Each  of  Rockwell  and 
RSAC  shall  have  delivered  to  LMC  a  certificate,  dated  such 
Subsequent  Closing  Date  and  signed  by  a  duly  authorized 
officer  of  Rockwell  or  RSAC,  as  the  case  may  be,  certifying 
as  to  the  fulfillment  of  the  conditions  specified  in  the 
foregoing  subsections  (a)  and  (b) . 

(d)  Adverse  Changes .   Since  the  date  of  execution 
of  this  Agreement,  there  shall  not  have  occurred  any  damage, 
destruction,  loss  or  other  event  (whether  or  not  covered  by 
insurance)  which  materially  adversely  affects  the  assets  and 
interests  to  be  transferred  and  assigned  by  RSAC  to  the 
Company  on  such  Subsequent  Closing  Date,  or  which  would 
materially  adversely  affect  the  business  of  the  Company. 
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ARTICLE  VI 
TRANSFERS 

Section  6.1  Transfer  of  Capital  Stock  of  a 
Member .   Rockwell  shall  cause  RSOC  not  to  sell,  transfer, 
assign  or  otherwise  dispose  of  any  of  the  outstanding 
capital  stock  of  RSAC,  and  LMC  shall  cause  LSOC  not  to  sell, 
transfer,  assign  or  otherwise  dispose  of  any  of  the 
outstanding  capital  stock  of  LMSAC  (each  a  "Transfer"  and 
the  Member  the  stock  of  which  is  the  subject  of  the 
Transfer,  the  "Transferred  Member")  unless  (a)  the  party  to 
this  Agreement  that  desires  to  effect  such  Transfer  (the 
"Transferor")  shall  not  be  in  default  under  any  provision  of 
this  Agreement  or  the  Guaranty  executed  and  delivered  by  the 
Transferor  pursuant  to  Article  II,  or  the  default  (if  any) 
is  waived  in  writing  by  the  other  party  (the  "Continuing 
Party"),  (b)  the  Transferred  Member  shall  not  be  in  default 
under  any  provision  of  the  Operating  Agreement,  or  the 
default  (if  any)  is  waived  in  writing  by  the  other  Member, 
(c)  subject  to  Section  6.4,  the  Transferor  shall  have  first 
complied  in  all  respects  with  the  provisions  of  Section  6.2, 
and  the  Continuing  Party  shall  not  have  exercised  its  rights 
under  Section  6.2,  (d)  such  Transfer  relates  to  a  single 
successor  in  ownership  of  and  beneficial  interest  in  all  of 
the  outstanding  capital  stock  of  the  Transferred  Member,  (e) 
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such  successor  is  not  subject  to  foreign  ownership,  interest 
or  control  within  the  meaning  of  regulations  promulgated  by 
the  Committee  on  Foreign  Investment  in  the  United  States, 
pursuant  to  Section  721  of  the  Defense  Production  Act,  50 
App.  U.S.C.A.  §  2170,  and  (f)  such  successor  assumes  and 
agrees,  by  instruments  in  form  and  substance  satisfactory  to 
the  Continuing  Party,  to  carry  out  all  obligations  of  the 
Transferor  under  this  Agreement  and  the  Guaranty  executed 
and  delivered  by  the  Transferor  pursuant  to  Article  II  and 
to  be  bound  unequivocally  by  all  the  terms  and  provisions  of 
this  Agreement  and  such  Guaranty. 

Section  6.2  Right  of  Purchase. 

(a)   Perfection  of  Right.   Except  as  provided  in 
Section  6.4,  if  a  Transferor  desires  to  effect  any  Transfer 
under  Section  6.1,  such  Transferor  shall  first  offer  the 
capital  stock  of  the  Transferred  Member  to  the  Continuing 
Party  on  the  same  terms  and  conditions  as  the  proposed 
Transfer,  except  that  such  offer  shall  meet  the  requirements 
of  this  Section  6.2.   The  offer  described  in  this  Section 
6.2(a)  shall  be  effected  by  notice  in  writing  to  the 
Continuing  Party  and  shall  specify  the  consideration  and  all 
other  terms  and  conditions  of  the  proposed  Transfer  and  the 
identity  of  the  Person  to  whom  the  Transfer  is  proposed  to 
be  made  (the  "Transferee").   The  Continuing  Party  shall  then 
have  the  right,  exercisable  for  a  period  of  thirty  (30)  days 
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thereafter  (or  in  the  event  of  any  required  determination 
under  Section  6.2(b),  thirty  (30)  days  after  such  required 
determination)  to  accept  such  offer.   An  offer  under  this 
Section  6.2(a)  may  be  accepted  only  in  writing,  and  the 
failure  to  affirmatively  accept  such  an  offer  on  a  timely 
basis  shall  be  deemed  a  refusal  to  accept  the  offer. 

(b)   Determination  of  Consideration.   In  the  event 
that  a  proposed  Transfer  involves  (i)  any  consideration 
other  than  the  payment  of  money  and/or  the  assumption  of  the 
obligations  of  the  Transferor,  or  (ii)  the  disposition  of 
any  property  or  rights  of  the  Transferor  in  addition  to  the 
Transferor's  capital  stock  of  the  Transferred  Member,  the 
Continuing  Party  shall  be  offered  the  right  to  acquire  the 
Transferor's  capital  stock  of  the  Transferred  Member  for 
cash  in  the  amount  of  the  fair  market  value  of  such  capital 
stock  of  the  Transferred  Member  as  determined  by  agreement 
with  the  Transferor  or,  if  Rockwell  and  LMC  are  unable  to 
agree  to  such  fair  market  value  within  thirty  (30)  days  of 
the  offer  to  the  Continuing  Party,  by  appraisal  pursuant  to 
Section  6.3. 

(c)   Time  Periods .   If  the  Continuing  Party  shall 
accept  an  offer  under  Section  6.2(a)  to  acquire  such  capital 
stock  of  the  Transferred  Member,  such  Continuing  Party  shall 
complete  the  acquisition  within  sixty  (60)  days  after  such 
acceptance.   If  the  Continuing  Party  shall  fail  to  accept 
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such  an  offer  within  the  30-day  period  referred  to  in 
Section  6.2(a),  or  shall  accept  such  an  offer  but  fail  to 
complete  such  acquisition  within  sixty  (60)  days  after  such 
acceptance,  the  Transferor  may,  during  a  period  of  ninety 
(90)  days  following  the  expiration  of  such  30-  or  60-day 
period,  dispose  of  its  capital  stock  of  the  Transferred 
Member  but  only  to  the  Transferee  and  only  on  the  terms  and 
conditions  offered  to  the  Continuing  Party  in  accordance 
with  this  Section  6.2.   If  the  Transfer  is  not  effected 
within  such  90-day  period,  the  provisions  of  this  Section 
6.2  shall  again  be  applicable  to  any  subsequent  proposed 
Transfer.   Upon  any  acquisition,  directly  or  indirectly,  of 
a  Transferor's  capital  stock  of  a  Transferred  Member  by  any 
Person  other  than  the  Continuing  Party,  the  terms  of  this 
Section  6.2  shall  thereafter  apply  to  any  subsecpaent 
proposed  Transfer  by  such  Person. 

(d)   Indemnification.   If  the  Continuing  Party 
elects  to  purchase  the  Transferor's  capital  stock  of  a 
Transferred  Member  pursuant  to  any  provision  of  this 
Agreement,  the  Continuing  Party  shall,  in  a  writing 
satisfactory  to  the  Transferor,  assume  and  agree  to  pay,  and 
shall  indemnify  the  Transferor  against  and  hold  it  harmless 
from,  all  liabilities  and  obligations  of  the  Transferred 
Member  arising  from  events,  acts  or  omissions  occurring  on 
and  after  the  effective  date  of  such  purchase. 
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Section  6.3  Appraisal  and  Valuation.   In  the 
event  that  Rockwell  or  LMC,  as  the  case  may  be,  is  entitled 
to  purchase  the  capital  stock  of  LMSAC  or  RSAC,  as  the  case 
may  be,  pursuant  to  this  Article  VI  and  Rockwell  and  LMC 
cannot  agree  on  the  fair  market  value  of  the  capital  stock 
of  such  Transferred  Member,  the  fair  market  value  of  such 
capital  stock  shall  equal  the  fair  market  value  of  the 
Transferred  Member's  entire  Company  Interest  (as  defined  in 
the  Operating  Agreement)  and  such  Company  Interest  shall  be 
valued  as  follows: 

(a)   Within  sixty  (60)  days  after  Rockwell  or  LMC, 
as  the  case  may  be,  gives  written  notice  of  a  proposed 
Transfer,  each  of  Rockwell  and  LMC  shall  select  an 
appraiser  and  within  15  days  after  the  date  the  latter 
of  such  two  appraisers  has  been  selected  and  has  agreed 
to  serve,  the  two  appraisers  shall  select  a  third 
appraiser,  provided  that  (i)  if  either  Rockwell  or  LMC 
does  not  select  an  appraiser  who  agrees  to  serve  as 
such  within  the  aforementioned  60-day  period,  then  the 
determination  of  value  by  the  appraiser  who  is  selected 
and  agrees  to  serve  within  such  period  shall  be  final, 
and  (ii)  if  no  third  appraiser  who  is  agreeable  to 
serving  as  such  is  selected  by  the  first  two  appraisers 
within  the  aforementioned  15 -day  period,  then  the  third 
appraiser  shall  be  selected  in  accordance  with  the 
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rules  of  the  American  Arbitration  Association.   All 
costs  and  expenses  of  any  such  appraisers  shall  be 
shared  equally  by  Rockwell  and  LMC. 

(b)  The  Company  shall  be  appraised  as  a  going 
concern  unless  the  Prime  Contract  has  been  terminated 
and  the  Company  is  not  engaged  in  any  material 
operations,  and  the  value  of  the  Company  Interest  of 
the  Transferred  Member  shall  be  equal  to  the  total 
value  of  the  Company  as  so  determined  multiplied  by  the 
Participation  Percentage  (as  defined  in  the  Operating 
Agreement)  represented  by  such  Company  Interest. 

(c)  Once  each  of  such  appraisers  (if  there  are 
more  than  one)  has  submitted  to  Rockwell  and  LMC  its 
appraisal  of  the  value  of  the  Company  Interest  of  the 
Transferred  Member,  the  value  of  such  Company  Interest 
shall  be  determined  as  follows: 

First,  only  the  two  appraisals  which  are 
closest  to  each  other  shall  be  considered,  and  the 
third  appraisal  shall  be  disregarded;  and 

Second,  the  value  of  the  Company  Interest 
shall  be  computed  by  averaging  the  two  remaining 
appraisals; 

provided,  however,  that  if  the  difference  between  the 
lowest  and  the  middle  appraisal  and  the  difference 
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between  the  middle  and  the  highest  appraisal  are  equal, 
the  value  shall  be  the  average  of  the  three  appraisals . 
(d)   If  within  sixty  (60)  days  after  the  date  when 
all  three  appraisers  have  agreed  to  serve  as  such  one 
or  more  appraisals  has  not  been  submitted  to  Rockwell 
and  LMC,  then  (i)  if  two  appraisals  have  been  so 
submitted  within  such  60-day  period,  the  value  of  the 
Company  Interest  shall  be  determined  by  averaging  such 
two  appraisals,  and  (ii)  if  only  one  appraisal  has  been 
so  submitted  within  such  60-day  period,  the  value  of 
the  Company  Interest  shall  be  determined  solely  by 
reference  to  such  appraisal . 

Section  6.4  Transfers  to  Wholly-Owned  Affiliates. 

(a)  Subject  to  Section  6.4(b),  the  provisions  of 
Section  6.2  shall  not  apply  to  any  Transfer  whereby  a 
wholly-owned  Affiliate  of  the  Transferor  (any  such  person 
being  hereinafter  referred  to  as  a  "Permitted  Transferee") 
acquires  all  of  the  outstanding  capital  stock  of  the 
Transferred  Member,  provided  that  the  Transferor  shall  not 
be  discharged  from  any  of  its  obligations  under  this 
Agreement  and  shall  remain  obligated  under  the  Guaranty 
executed  and  delivered  by  the  Transferor  pursuant  to  Article 
II. 

(b)  Unless  Rockwell  has  transferred  all  of  its 
beneficial  interest  in  the  outstanding  capital  stock  of  RSAC 
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pursuant  to  Section  6.1  (other  than  to  a  Permitted 
Transferee) ,  then,  for  so  long  as  RSAC  shall  be  a  Member, 
Rockwell  agrees  that  it  shall  not  take,  and  shall  not  permit 
any  Permitted  Transferee  to  take,  any  action  that  would 
result  in  RSAC  not  being  wholly  owned,  directly  or 
indirectly,  by  Rockwell.   Unless  LMC  has  transferred  all  of 
it  beneficial  interest  in  the  outstanding  capital  stock  of 
LMSAC  pursuant  to  Section  6.1  (other  than  to  a  Permitted 
Transferee) ,  then,  for  so  long  as  LMSAC  shall  be  a  Member, 
LMC  agrees  that  it  shall  not  take,  and  shall  not  permit  any 
Permitted  Transferee  to  take,  any  action  that  would  result 
in  LMSAC  not  being  wholly  owned,  directly  or  indirectly,  by 
LMC. 

Section  6.5   Obligations  of  a  Transferor, 
(a)   Generally.   At  the  effective  time  of  a 
disposition  by  a  Transferor  of  all  the  outstanding  capital 
stock  of  a  Transferred  Member  pursuant  to  Section  6.1  (other 
than  to  a  Permitted  Transferee)  the  Guaranty  executed  and 
delivered  by  such  Transferor  pursuant  to  Article  II  shall 
terminate,  provided  that  the  Transferor  shall  not  be 
relieved  of  any  of  its  liabilities  and  obligations, 
including  those  to  the  Continuing  Party  and  to  RSAC  or 
LMSAC,  as  the  case  may  be,  which  arose  or  accrued  from 
events,  acts  or  omissions  occurring  prior  to  the  effective 
time  of  such  disposition. 
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(b)   Survival .   The  rights  and  obligations  of 
Rockwell  and  LMC  under  this  Section  6 . 5  shall  survive  any 
termination  of  this  Agreement. 

Section  6.6  Effect  of  Unauthorized  Transfer. 
No  transfer  or  other  disposition  of  the  capital  stock  of  a 
Member  in  violation  of  any  provision  of  this  Agreement  shall 
be  effective  to  pass  any  title  to,  or  create  any  interest  in 
favor  of,  any  Person  (as  defined  in  the  Operating 
Agreement) ,  but  the  party  which  attempted  to  so  effect  such 
transfer  or  other  disposition  shall  be  deemed  to  have 
committed  a  material  breach  of  its  obligations  to  the  other 
party  hereunder. 

Section  6.7  Encumbrances .   Rockwell  shall  not  at 
any  time  mortgage,  pledge,  charge  or  encumber,  or  create  or 
suffer  to  exist  a  mortgage,  pledge,  lien,  charge, 
encumbrance  or  security  interest  ("Lien"),  with  respect  to 
any  or  all  of  the  capital  stock  of  RSAC,  or  with  respect  to 
any  Company  Interest  held  by  RSAC,  and  LMC  shall  not  at  any 
time  mortgage,  pledge,  charge  or  encumber,  or  create  or 
suffer  to  exist  a  Lien,  with  respect  to  any  or  all  of  the 
capital  stock  of  LMSAC,  or  with  respect  to  any  Company 
Interest  held  by  LMSAC.   If  a  Lien  shall  attach  to  the 
capital  stock  of  RSAC,  or  to  the  Company  Interest  held  by 
RSAC,  Rockwell  agrees  to  cause  such  Lien  to  be  discharged 
promptly  at  its  own  expense,  and  if  a  Lien  attaches  to  the 
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capital  stock  of  LMSAC,  or  to  the  Company  Interest  held  by 
LMSAC,  LMC  agrees  to  cause  such  Lien  to  be  discharged 
promptly  at  its  own  expense. 

Section  6.8   Limited  Activities  of  RSAC  and  LMSAC. 
Each  of  Rockwell  and  LMC  shall  at  all  times  cause  RSAC  and 
LMSAC,  respectively,  (i)  to  have  as  its  sole  purpose  being  a 
Member  of  the  Company  in  accordance  with  the  Operating 
Agreement  and  (ii)  to  engage  in  no  activities  other  than 
those  necessary  to,  or  in  connection  with  or  incidental  to, 
the  accomplishment  of  such  purpose.   Each  of  Rockwell  and 
LMC  shall  indemnify,  defend  and  hold  harmless  the  other  and 
its  Affiliates  from  and  against  any  and  all  claims,  demands, 
actions,  suits,  damages,  liabilities,  losses,  costs  and 
expenses  (including  reasonable  attorneys'  fees),  to  the 
extent  caused  by,  resulting  from  or  arising  out  of  or  in 
connection  with  a  breach  by  Rockwell  or  LMC,  as  the  case  may 
be,  of  this  Section  6.8. 

Section  6.9  Continuing  Support.   Rockwell  and  LMC  each 
agrees  that  in  the  event  it  sells,  transfers,  conveys  or 
otherwise  disposes  of  any  assets  or  properties  (including  capital 
stock  or  other  equity  interests  of  subsidiaries  or  other 
entities)  used  by  it  or  its  Affiliates  in  support  of  the  Human 
Space  Flight  Operations  Program  that  is  material  to  the  Company's 
operations  or  to  the  Human  Space  Flight  Operations  Program, 
including  without  limitation  the  supply  of  hardware,  software  or 
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services  generally  to  the  Company  or  NASA,  and  such  sale, 
transfer,  conveyance  or  other  disposition  does  not  include 
the  transferor's  entire  ownership  interest  in  the  Company, 
it  shall  use  commercially  reasonable  efforts  to  cause  the 
purchaser  or  other  transferee  of  such  assets  or  properties 
to  agree  to  continue  such  support  commensurate  with  the 
level  of  support  provided  to  the  Company  or  NASA  prior  to 
such  sale,  transfer,  conveyance  or  other  disposition,  it 
being  understood  that  no  assurance  can  be  provided  that  the 
purchaser  or  other  transferee  will  provide  such  an  agreement 
or  that  any  such  support  if  so  provided  will  be  on  the  same 
terms  and  conditions  as  such  support  was  theretofore 
provided  by  the  transferor. 

ARTICLE  VII 
TERM  AND  TERMINATION 

Section  7.1  Term.   This  Agreement  shall  become 
effective  on  the  date  hereof  and  continue  thereafter  for  as 
long  as  the  Operating  Agreement  is  in  full  force  and  effect 
unless  sooner  terminated  in  accordance  with  Section  7.2. 

Section  7.2  Termination.  Either  party  shall  have 
the  right  to  terminate  this  Agreement  upon  the  occurrence  of 
any  of  the  following  events: 

(a)   the  written  election  of  a  party  that  is  not 
in  material  breach  under  any  of  the  provisions  of  this 
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Agreement  or  the  Guaranty  executed  and  delivered  by  such 
party  pursuant  to  Article  II,  if  there  is  a  material  breach 
by  the  other  party  of  its  obligations  hereunder  or  under  the 
Guaranty  executed  and  delivered  by  such  other  party  pursuant 
to  Article  II,  or  there  is  a  material  breach  by  the  other 
party  of  its  representations  and  warranties  hereunder,  and 
such  breach  shall  not  have  been  cured  by  the  breaching  party 
within  twenty  (20)  business  days  after  notice  of  such  breach 
has  been  given  by  the  non-breaching  party; 

(b)   the  written  election  of  the  party  not  subject 
to  the  same,  upon  (i)  the  admission  in  writing  by  a  party  of 
its  inability  to  pay  its  debts  as  they  become  due;  (ii)  the 
institution  by  a  party  of  proceedings  for  relief  as  a  debtor 
under  United  States  law,  as  now  constituted  or  hereafter  in 
effect,  including,  without  limitation.  Title  11  of  the 
United  States  Bankruptcy  Code,  or  under  any  state  or  other 
law  for  the  relief  of  debtors;  (iii)  the  institution  against 
a  party  of  any  proceeding  seeking  to  adjudicate  it  bankrupt 
or  insolvent,  or  seeking  liquidation  or  reorganization  under 
any  bankruptcy,  insolvency  or  similar  laws  for  the  relief  of 
debtors,  or  seeking  the  appointment  of  a  receiver  or 
equivalent  official  for  any  substantial  part  of  its  assets, 
and  such  proceeding  shall  not  have  been  dismissed  or 
withdrawn  within  sixty  (60)  days  from  the  date  of  the 
institution  thereof;  (iv)  the  making  by  a  party  of  an 
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assignment  for  the  benefit  of  creditors;  or  (v)  the 
appointment  of  a  receiver  or  trustee  for  the  business  or 
properties  of  a  party;  or 

(c)   the  expiration  or  other  termination  of  the 
Operating  Agreement. 

ARTICLE  VIII 
MISCELLANEOUS 

Section  8.1  Exchange  of  Information.   Neither 
party  nor  any  of  its  Affiliates  shall  prior  to  the  Initial 
Closing  Date  produce  to  or  exchange  with  the  other  party  any 
competitively  sensitive  information  unless  each  party's 
General  Counsel  or  his  designee  has  reached  the  independent 
determination,  made  in  good  faith,  that  the  production  or 
exchange  of  such  information  will  not  violate  the  Antitrust 
Laws.   For  these  purposes,  the  term  "competitively  sensitive 
information"  shall  mean:   (i)  information  concerning 
allowable  and  unallowable  costs,  including  rates  for 
services  and  price  quotes  or  bids  provided  to  any  government 
agency  or  other  customer,  (ii)  trade  secrets  or  confidential 
practices,  methods  or  processes,  or  (iii)  any  business 
plans,  strategic  plans  or  competitive  strategies. 

Section  8.2  Waivers.   The  failure  at  any  time  of 
either  party  to  require  performance  by  the  other  party  of 
any  responsibility  or  obligation  required  by  this  Agreement 
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shall  in  no  way  affect  that  party's  right  to  rec[uire  such 
performance  at  any  time  thereafter,  nor  shall  the  waiver  by 
a  party  of  a  breach  of  any  provision  of  this  Agreement  by 
the  other  party  constitute  a  waiver  of  any  other  breach  of 
the  same  or  any  other  provision  nor  constitute  a  waiver  of 
the  responsibility  or  obligation  itself. 

Section  8.3  Amendment.   This  Agreement  may  be 
amended  only  by  an  instrument  in  writing  duly  executed  by 
the  parties  hereto. 

Section  8.4  Assignability.   This  Agreement  shall 
be  binding  upon  and  inure  to  the  benefit  of  the  successors 
and  permitted  assigns  of  each  party  hereto.   Except  as 
otherwise  provided  in  Article  VI  of  this  Agreement,  neither 
this  Agreement  nor  any  right  or  obligation  hereunder  may  be 
assigned  or  delegated  in  whole  or  in  part  to  any  other 
person  without  the  prior  written  consent  of  the  other  party, 
and  any  assignment  or  attempted  assignment  in  violation  of 
this  Agreement  shall  be  null  and  void. 

Section  8.5  Notices .   In  any  case  where  any 
notice  or  other  communication  is  required  or  permitted  to  be 
given  hereunder  (including,  without  limitation,  any  change 
in  the  information  set  forth  in  this  Section  8.5),  such 
notice  or  communication  shall  be  in  writing  and 
(i)  personally  delivered,  (ii)  sent  by  postage  prepaid 
certified  or  registered  mail,  return  receipt  requested. 
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(iii)  sent  by  recognized  overnight  courier,  or 

(iv)  transmitted  by  telecopier,  with  a  copy  sent  by  postage 

prepaid  certified  or  registered  mail,  return  receipt 

requested,  as  follows: 

If  to  Rockwell,  to: 

Rockwell  International  Corporation 

2201  Seal  Beach  Boulevard 

Seal  Beach,  California   90740-8250 

Telecopier:   (310)  797-5687 

Attention:   William  J.  Calise,  Jr.,  Esq. 

Senior  Vice  President,  General 
Counsel  and  Secretary 

If  to  LMC.  to: 

Lockheed  Martin  Corporation 
6801  Rockledge  Drive 
Bethesda,  Maryland  20817 

Telecopier:   (301)  897-6791 

Attention:   Frank  H.  Menaker,  Jr.,  Esq. 
Vice  President  and 
General  Counsel 

or  in  any  case  to  such  other  address  or  addresses  as 
hereafter  shall  be  furnished  as  provided  in  this  Section  8.5 
by  either  party  to  the  other  party.   All  such  notices  or 
other  communications  shall  be  deemed  to  have  been  given  or 
received  (i)  on  the  day  given,  if  personally  delivered, 
(ii)  on  the  date  of  the  return  receipt  if  by  postage  prepaid 
registered  or  certified  mail,  (iii)  on  the  day  following 
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sending,  if  by  recognized  overnight  courier,  and  (iv)  when 
sent  with  confirmed  answerback,  if  by  telecopier. 

Section  8.6  Third  Party  Rights.   Nothing  in  this 
Agreement,  whether  express  or  implied,  is  intended  or  shall 
be  construed  to  confer,  directly  or  indirectly,  upon  or  give 
to  any  person  other  than  the  parties  hereto  and  the  Members, 
any  legal  or  equitable  right,  remedy  or  claim  under  or  in 
respect  of  this  Agreement  or  any  covenant,  condition  or 
other  provision  contained  herein. 

Section  8.7  Choice  of  Law.   This  Agreement  shall 
be  construed  and  enforced  in  accordance  with  and  governed  by 
the  internal  laws  of  the  State  of  Delaware,  without  giving 
effect  to  the  conflict  of  laws  principles  of  such  State. 

Section  8.8   Consent  to  Jurisdiction.   The  parties 
hereto  each  irrevocably  submits  to  the  exclusive 
jurisdiction  of  (i)  the  Courts  of  the  State  of  Delaware  and 
(ii)  the  United  States  District  Court  for  the  District  of 
Delaware,  for  the  purposes  of  any  suit,  action  or  other 
proceeding  (including  appeals  to  their  respective  appellate 
courts)  arising  out  of  this  Agreement  or  any  transaction 
contemplated  hereby  (and  agrees  not  to  commence  any  action, 
suit  or  proceeding  relating  hereto  except  in  such  courts) . 
The  parties  hereto  each  irrevocably  and  unconditionally 
waives  any  objection  to  the  laying  of  venue  of  any  action, 
suit  or  proceeding  arising  out  of  this  Agreement  or  the 
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transactions  contemplated  hereby  in  (i)  the  Courts  of  the 
State  of  Delaware  or  (ii)  the  United  States  District  Court 
for  the  District  of  Delaware,  and  hereby  further  irrevocably 
and  unconditionally  waives  and  agrees  not  to  plead  or  claim 
in  any  such  court  that  any  such  action,  suit  or  proceeding 
brought  in  any  such  court  has  been  brought  in  an 
inconvenient  forum. 

Section  8.9  Headings .   The  headings  of  the 
Articles  and  Sections  in  this  Agreement  are  provided  for 
convenience  of  reference  only  and  shall  not  be  deemed  to 
constitute  a  part  hereof. 

Section  8.10   Entire  Agreement.   This  Agreement, 
together  with  the  Schedules  and  Exhibits  hereto,  constitutes 
the  entire  agreement  of  the  parties  with  respect  to  the 
subject  matter  hereof  and  supersedes  all  prior  agreements 
and  understandings,  oral  and  written,  between  the  parties 
with  respect  to  the  subject  matter  hereof. 

Section  8.11  Severability.   Should  any  provision 
of  this  Agreement  be  deemed  in  contradiction  with  the  laws 
of  any  jurisdiction  in  which  it  is  to  be  performed  or 
unenforceable  for  any  reason,  such  provision  shall  be  deemed 
null  and  void,  but  this  Agreement  shall  remain  in  force  in 
all  other  respects.   Should  any  provision  of  this  Agreement 
be  or  become  ineffective  because  of  changes. in  applicable 
laws  or  interpretations  thereof  or  should  this  Agreement 
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fail  to  include  a  provision  that  is  required  as  a  matter  of 
law,  the  validity  of  the  other  provisions  of  this  Agreement 
shall  not  be  affected  thereby.   If  such  circumstances  arise, 
the  parties  hereto  shall  negotiate  in  good  faith  appropriate 
modifications  to  this  Agreement  to  reflect  those  changes 
that  are  required  by  law. 

Section  8.12  Counterparts .   This  Agreement  may  be 
executed  in  several  counterparts,  each  of  which  shall  be 
deemed  an  original,  but  all  of  which  together  shall 
constitute  one  and  the  same  instrument. 

Section  8.13   Pronouns  and  Plurals.   All  pronouns 
and  variations  thereof  in  this  Agreement  shall  be  deemed  to 
refer  to  the  masculine,  feminine,  neuter,  singular  or 
plural,  as  the  identity  of  any  person  or  persons  referred  to 
may  require . 

Section  8.14  References  to  Agreement.   Numbered 
or  lettered  Articles,  Sections  and  subsections  herein 
contained  refer  to  Articles,  Sections  and  subsections  of 
this  Agreement  unless  otherwise  expressly  stated.   Any 
reference  herein  to  this  Agreement  shall  be  deemed  to  be  a 
reference  to  such  Agreement  as  the  same  may  be  modified, 
varied,  amended  or  supplemented  from  time  to  time  by  the 
parties  hereto  in  accordance  with  the  provisions  hereof. 
Unless  the  context  otherwise  expressly  requires,  the  words 
"herein",  "hereof"  and  "hereunder"  and  other  words  of 
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similar  importance  refer  to  this  Agreement  as  a  whole  and 
not  to  any  particular  Article,  Section  or  other  subdivision. 

Section  8.15  No  Partnership.   Nothing  contained 
in  this  Agreement  shall  be  construed  to  constitute  either 
party  as  an  agent  or  representative  of  the  other  party  or  to 
create  a  partnership  between  Rockwell  or  RSAC,  on  the  one 
hand,  and  LMC  or  LMSAC,  on  the  other.   No  expenditure, 
commitment  or  other  obligation  shall  be  made  or  incurred  by 
either  party  on  behalf  of  the  other  party  (other  than  as 
expressly  provided  in  this  Agreement  or  the  Operating 
Agreement)  without  the  express  written  consent  of  the  other 
party. 

Section  8.16  Consequential  Damages.   Neither 
party  shall  be  liable  to  the  other  party  (or  its  Affiliates) 
for  special,  indirect,  punitive  or  consequential  damages 
resulting  or  arising  out  of  this  Agreement,  including  loss 
of  profit. 
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IN  WITNESS  WHEREOF,  the  parties  have  caused  this 
Agreement  to  be  duly  executed  and  delivered  by  their 
respective  officers  thereunto  duly  authorized  as  of  the  day 
and  year  first  above  written. 

ROCKWELL  INTERNATIONAL  CORPORATION 


By:  I  si   William  J.  Calise.  Jr. 
Name:  William  J.  Calise,  Jr. 
Title:  Senior  Vice  President, 

General  Counsel  and 

Secretary 


LOCKHEED  MARTIN  CORPORATION 


By:  I  si   Peter  B.  Teets 


Name:  Peter  B.  Teets 
Title:  President  &  Chief 
Operating  Officer 
Information  & 
Technology  Services 
Sector 
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Schedule  3.1(c) 


Rockwell  Consents  and  Approvals 
None 
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Schedule  3.2(c) 


LMC  Consents  and  Approvals 
None 
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LIMITED  LIABILITY  COMPANY  OPERATING  AGREEMENT 

THIS  LIMITED  LIABILITY  COMPANY  OPERATING  AGREEMENT 
(this  "Agreement")  of  United  Space  Alliance,  LLC,  a  Delaware 
limited  liability  company  (the  "Con5)any") ,  dated  as  of 
November  22,  1995,  by  and  between  Rockwell  Space  Alliance 
Con5)any,  a  Delaware  corporation  ("RSAC")  and  an  indirect 
wholly-owned  subsidiary  of  Rockwell  International 
Corporation,  a  Delaware  corporation  ("Rockwell"),  and 
Lockheed  Martin  Space  Alliance  Company,  a  Delaware 
corporation  ("LMSAC")  and  an  indirect  wholly-owned 
subsidiary  of  Lockheed  Martin  Corporation,  a  Maryland 
corporation  ("LMC") . 

WITNESSETH  : 

WHEREAS,  the  National  Aeronautics  and  Space 
Administration  ("NASA")  has  determined  to  consolidate 
essentially  all  contracts  relating  to  NASA's  Human  Space 
Flight  Operations  Program  under  one  Space  Flight  Operations 
Contract  with  NASA  (such  contract,  together  with  any 
replacements  thereof,  substitutions  therefor  and  successors 
thereto,  the  "Prime  Contract")  in  order  to  achieve  greater 
efficiency,  cost  reductions  and  flight  safety; 

WHEREAS,  Rockwell  and  LMC  are  parties  to 
significant  prime  contracts  with  NASA  in  connection  with 
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ARTICLE  I 
DEFINITIONS 

"Act"  shall  mean  the  Delaware  Limited  Liability 
Company  Act  (6  Del.  Code  §§  18-101,  et  seq. ) .  as  amended 
from  time  to  time. 

"Adjusted  Property"  shall  mean  property  the 
Carrying  Value  of  which  has  been  adjusted  pursuant  to 
Section  6.2. 

"Advisors"  shall  have  the  meaning  set  forth  in 
Section  4 .4 (b) . 

"Advisory  Board"  shall  have  the  meaning  set  forth 
in  Section  4 .4 (a) . 

"Affiliate" ,  when  used  with  reference  to  a 
specified  Person,  shall  mean  a  Person  that  directly,  or 
indirectly  through  one  or  more  intermediaries,  controls  or 
is  controlled  by,  or  is  under  common  control  with,  the 
specified  Person.   For  purposes  of  this  definition, 
"control"  shall  mean  the  direct  or  indirect  actual  or 
beneficial  ownership  of  more  than  50  percent  of  issued  and 
outstanding  voting  securities  or  other  ownership  interests. 

"Auditors"  shall  have  the  meaming  set  forth  in 
Section  5.6. 
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"Capital  Accoxont"  shall  mean,  with  respect  to  each 
Member,  the  capital  account  maintained  for  such  Member  in 
accordance  with  the  provisions  of  Section  6.2. 

"Carrying  Value"  shall  mean  (a)  with  respect  to 
Contributed  Property,  the  fair  market  value  of  such  property 
at  the  time  of  its  contribution  to  the  Company  reduced  (but 
not  below  zero)  by  all  amortization,  depreciation  and  cost 
recovery  deductions  charged  to  the  Members'  Capital  Accounts 
pursuant  to  Article  VI  with  respect  to  such  property,  and 
(b)  with  respect  to  any  other  property,  the  adjusted  basis 
of  such  property  for  United  States  Federal  income  tax 
purposes,  as  of  the  time  of  determination,  subject  to  those 
adjustments  specified  in  the  following  sentences.   The 
Carrying  Value  of  any  property  shall  be  adjusted  from  time 
to  time  in  accordance  with  Sections  6.2(c),  6.2(d)  and 
6.2(e)  and  to  reflect  changes,  additions  or  other 
adjustments  to  the  Carrying  Value  for  dispositions, 
acquisitions  or  improvements  of  Company  property,  as  deemed 
appropriate  by  the  Con^euiy  and  in  a  manner  consistent  with 
United  States  Federal  income  teuc  principles.   The  Carrying 
Values  of  Company  assets  shall  be  increased  (or  decreased) 
to  reflect  any  adjustments  to  the  adjusted  basis  of  such 
assets  pursuant  to  Code  Section  734(b)  or  Code  Section 
743 (b) ,  but  only  to  the  extent  that  such  adjustments  are 
taken  into  account  in  determining  Capital  Accounts  pursuant 
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"CFO"  shall  have  the  meaning  set  forth  in  Section 
4.1(d)  . 

"Code"  shall  mean  the  Internal  Revenue  Code  of 
1986,  as  amended  from  time  to  time. 

"Company"  shall  have  the  meaning  set  forth  in  the 
Preamble . 

"Company  Assets"  shall  mean  any  assets  acquired  by 
the  Company  pursuant  to  this  Agreement,  contributed  by  the 
Members  pursuant  to  Article  III  or  otherwise  acquired  by  the 
Company . 

"Company  Interest"  shall  mean  a  Member's  entire 
interest  in  the  Company,  including  its  rights  and 
obligations  as  set  forth  in  this  Agreement. 

"competitively  sensitive  information"  shall  have 
the  meaning  set  forth  in  Section  7.3(f). 

"Comptroller"  shall  have  the  meaning  set  forth  in 
Section  4 . 1 (e) . 

"Continuing  Member"  shall  have  the  meaning  set 
forth  in  Section  8.1. 

"Contract"  shall  have  the  meaning  set  forth  in 
Section  4.3 (a) . 

"Contributed  Property"  shall  mean  any  property 
contributed  to  the  Company  other  than  cash. 

"Contributing  Member"  shall  have  the  meaning  set 
forth  in  Section  3.5. 
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"COO"  shall  have  the  meaning  set  forth  in  Section 
4.1(c). 

"Damages"  shall  have  the  meaning  set  forth  in 
Section  12.2. 

"Fiscal  Year"  shall  have  the  meaning  set  forth  in 
Section  5.1. 

"Human  Space  Flight  Operations  Program"  shall  mean 
all  phases  and  services  to  be  performed  as  determined  by 
NASA  under  the  Prime  Contract  or  other  contracts  awarded  to 
the  Company,  including  the  Johnson  Space  Center  space 
mission  operations,  the  Kennedy  Space  Center  orbiter 
vehicular  launch,  landing,  retrieval  and  ground  processing 
operations,  and  a  space  flight  operations  contract  program 
office,  and  such  other  elements  as  NASA  may  from  time  to 
time  add  to  the  Prime  Contract  or  other  contracts  awarded  to 
the  Company . 

"Indemnifying  Member"  shall  have  the  meaning  set 
forth  in  Section  12.2. 

"Indemnified  Partv"  shall  have  the  meaning  set 
forth  in  Section  12.4(d), 

"Independent  Advisors"  shall  have  the  meaning  set 
forth  in  Section  4.4(b) . 

"Initial  Closing  Date"  shall  have  the  meaning  set 
forth  in  Section  3.2. 
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"Lien"  shall  have  the  meaning  set  forth  in  Section 
8.5. 

"LMC"  shall  have  the  meaning  set  forth  in  the 
Preamble . 

"LMSAC"  shall  have  the  meaning  set  forth  in  the 
Preamble . 

"LMSAC  Assets"  shall  have  the  meaning  set  forth  in 
Section  3 .3 (b) . 

"LMSAC  Designated  Advisors"  shall  have  the  meaning 
set  forth  in  Section  4.4(b). 

"LMSAC  Facility"  shall  have  the  meaning  set  forth 
in  Section  3 . 3 (b) . 

"LSOC"  shall  have  the  meaning  set  forth  in  Section 
3.1. 

"Master  Agreement"  shall  mean  the  Master  Agreement 
dated  as  of  the  date  hereof  between  Rockwell  and  LMC. 

"Member"  shall  mean  and  include  each  of  RSAC  and 
LMSAC  when  acting  in  its  capacity  as  a  member  of  the  Company 
and  any  Person  admitted  as  an  additional  or  substitute 
member  of  the  Company  pursuant  to  this  Agreement 

"NASA"  shall  have  the  meaning  set  forth  in  the 
Recitals. 

"Net  Income"  and  "Net  Loss"  shall  mean  an  amount 
ecjual  to  the  Company's  taxable  income  or  taxable  loss  for  a 
relevant  period,  adjusted  as  provided  herein.   Net  Income 
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and  Net  Loss  shall  be  determined  in  accordamce  with  Section 
703(a)  of  the  Code  (for  this  purpose,  all  items  of  income, 
gain,  loss  or  deduction  rec[uired  to  be  stated  separately 
pursuant  to  Section  703(a) (1)  of  the  Code  shall  be  included 
in  taxable  income  or  loss) ,  and  adjusted  as  provided  in 
Sections  6.2(b)  through  (e) ,  and  further  adjusted  to  reflect 
any  adjustments  resulting  from  amended  returns,  claims  for 
refund  and  tax  audits. 

"Net  Value"  shall  mean,  in  the  case  of  a 
contribution  of  assets,  the  fair  market  value  of  assets 
contributed  to  the  Company  reduced  by  the  outstanding 
balance  of  any  liabilities  either  assumed  by  the  Company 
upon  such  contribution  or  to  which  such  assets  are  subject 
when  contributed  and,  in  the  case  of  a  distribution  of 
assets,  the  fair  market  value  of  assets  distributed  by  the 
Company  reduced  by  the  outstanding  balance  of  any  Company 
liabilities  assumed  by  the  Member  receiving  such 
distribution  to  which  such  distributed  property  is  subject, 
as  such  fair  market  value  is  determined  by  the  Members 
pursuant  to  Section  4.3.   In  determining  the  amount  of  any 
liability  for  purposes  of  this  definition,  there  shall  be 
taken  into  account  Code  Section  752 (c)  euid  any  other 
applicable  provisions  of  the  Code  and  Treasury  Regulations. 
"Non- Contributing  Member"  shall  have  the  meaning 
set  forth  in  Section  3.5. 
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"Notice  Partner"  shall  have  the  meaning  set  forth 
in  Section  5 . 5 (b) . 

"Officers"  shall  mean  the  individuals  appointed 
pursuant  to  Section  4.1. 

"Other  Indemnified  Persons"  shall  have  the  meaning 
set  forth  in  Section  12.2. 

"Participation  Percentage"  shall  mean  for  each 
Member  fifty  percent  (50%)  ,  siibject  to  the  other  provisions 
of  this  Agreement . 

"Permitted  Investment"  shall  have  the  meaning  set 
forth  in  Section  5.8. 

"Person"  shall  mean  any  individual,  firm,  trust, 
partnership,  joint  venture,  association,  corporation, 
unincorporated  organization,  government  or  department  or 
agency  thereof,  or  other  entity. 

"Prime  Contract"  shall  have  the  meaning  set  forth 
in  the  Recitals. 

"Prime  Rate"  shall  have  the  meaning  set  forth  in 
Section  9.2. 

"Recapture  Income"  shall  mean  any  gain  recognized 
by  the  Con^any  (but  computed  without  regard  to  any 
adjustment  required  by  Section  734  or  743  of  the  Code)  upon 
the  disposition  of  any  property  or  asset  of  the  Company  that 
does  not  constitute  capital  gain  for  United  States  Federal 
income  tax  purposes  because  such  gain  represents  the 
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"Treasury  Recrulations"  or  "Treas .  Regs .  "  shall 
mean  the  Income  Tax  Regulations,  including  Tenporary 
Regulations,  promulgated  under  the  Code,  as  such  recrulations 
may  be  amended  from  time  to  time  (including  corresponding 
provisions  of  succeeding  regulations) . 

"Unrealized  Gain"  shall  mean  as  of  emy  date  of 
determination  the  excess,  if  any,  of  the  fair  market  value 
of  property  (as  determined  under  Section  6.2(d)  or  (e)  as  of 
such  date  of  determination)  over  the  Carrying  Value  of  such 
property  as  of  such  date  of  determination  (prior  to  any 
adjustment  to  be  made  pursuant  to  Section  6.2(d)  or  (e)  as 
of  such  date) . 

"Unrealized  Loss"  shall  mean  as  of  any  date  of 
determination  the  excess,  if  any,  of  the  Carrying  Value  of 
property  as  of  such  date  of  determination  (prior  to  any 
adjustment  to  be  made  pursuant  to  Section  6.2(d)  or  (e)  as 
of  such  date)  over  the  fair  mar)cet  value  of  such  property 
(as  determined  under  Section  6.2(d)  or  (e)  as  of  such  date 
of  determination) . 

"Withdrawing  Member"  shall  have  the  mesming  set 
forth  in  Section  8.1. 
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ARTICLE  II 
ORGANIZATIONAL  MATTERS 

Section  2.1  Formation  and  Purpose.   The  Company 
was  formed  on  November  7,  1995  by  the  filing  of  the 
Certificate  with  the  Secretary  of  State  of  the  State  of 
Delaware  in  accordance  with  the  Act.   Upon  satisfaction  of 
the  conditions  contained  in  Article  IV  of  the  Master 
Agreement  and  as  of  the  Initial  Closing  Date,  RSAC  and  LMSAC 
shall  be  deemed  admitted  as  Members  of  the  Company.   The 
purpose  of  the  Company  shall  be  to  perform  all  phases  of  the 
Human  Space  Flight  Operations  Program.   The  Company  may 
engage  in  any  kind  of  activity  and  perform  and  carry  out 
contracts  of  any  kind  necessary  to,  or  in  connection  with  or 
convenient  or  incidental  to,  the  accomplishment  of  such 
purpose,  so  long  as  such  activities  and  contracts  may  be 
lawfully  carried  on  or  performed  by  a  limited  liability 
company  under  the  laws  of  the  State  of  Delaware  and  the  laws 
of  the  United  States.  The  Conpany  shall  have  no  other 
purpose  and  shall  engage  in  no  business  or  activities  in 
furtherance  of  any  other  purpose . 

Section  2.2  Name.   The  name  of  the  Company  shall 
be  "United  Space  Alliance,  LLC".   All  business  of  the 
Con5)any  shall  be  conducted  vinder  the  name  of  the  Company  and 
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title  to  all  property,  real,  personal  or  mixed,  ovmed  by  or 
leased  to  the  Conpcuiy  shall  be  held  in  such  name. 

Section  2 . 3   Principal  Office  and  Place  of 
Business.   The  principal  office  eind  place  of  business  of  the 
Con5)einy  shall  be  located  in  Houston,  Texas  in  the  immediate 
vicinity  of  the  Johnson  Space  Center,  or  at  such  other  place 
or  places  as  the  Members  may  from  time  to  time  designate  by 
mutual  agreement . 

Section  2.4  Term.   The  term  of  the  Comp2my 
commenced  on  the  date  the  Certificate  was  filed  with  the 
Secretary  of  State  of  the  State  of  Delaware  in  accordance 
with  the  Act  and  shall  continue  until  the  Company  is 
dissolved  as  provided  in  Article  X. 

Section  2.5   Registered  Office  and  Agent .   The 
address  of  the  registered  office  of  the  Compeuiy  and  the  name 
euid  address  of  the  registered  agent  for  service  of  process 
on  the  Company  is  RL&F  Service  Corp.,  One  Rodney  Square, 
10th  Floor,  Tenth  and  King  Streets,  Wilmington,  New  Castle 
County,  Delaware  19801.   At  any  time  and   from  time  to  time 
the  Compeuiy  may  designate  another  registered  office  or 
agent . 

Section  2.6  Qualification  in  Other  Jurisdictions. 
The  Company  shall  be  qualified  or  registered  under  foreign 
qualification  or  assumed  or  fictitious  name  statutes  or 
similar  laws  in  any  jurisdiction  in  which  the  Con^any 
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transacts  business  and  in  which  such  qualification  or 
registration  is  determined  by  the  Company  to  be  necessary  or 
advisable. 

ARTICLE  III 
CAPITAL  CONTRIBUTIONS 

Section  3.1  Capital  Contributions  Generally.   The 
Members  shall  contribute  to  the  capital  of  the  Company  the 
cash  specified  in  this  Article  III  at  the  times  so  specified 
or  as  designated  by  the  CEO  pursuant  to  Section  3.4  or  by 
the  Members  pursuant  to  Section  4.3.   In  addition,  each  of 
RSAC  and  LMSAC  shall  from  time  to  time  after  the  date  hereof 
and  on  such  dates  (each  such  date  a  "Subsequent  Closing 
Date")  as  RSAC  and  LMSAC  shall  mutually  agree,  contribute  to 
the  capital  of  the  Company  such  other  assets  and  property, 
and  such  contracts,  bids,  purchase  orders,  leases, 
subleases,  easements,  licenses  and  other  agreements,  as 
shall  be  mutually  agreed  upon  by  RSAC  and  LMSAC,  it  being 
currently  contemplated  that  the  Company  shall  have,  in  its 
initial  phase,  approximately  $600  million  in  contract 
revenues  (based  on  1995  fiscal  year  revenues)  to  come  in 
approximately  equal  portions  from  contract  effort  currently 
performed  by  Rockwell  Space  Operations  Company,  a  Delaware 
corporation  ("RSOC")  and  a  direct  wholly-owned  subsidiary  of 
Rockwell,  and  by  Lockheed  Space  Operations  Company,  a  Nevada 
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corporation  ("LSOC")  and  an  indirect  wholly-owned  subsidiary 
of  LMC,  together  with  the  facility  auid  other  resources  used 
to  perform  the  contracts  associated  with  those  revenues,  and 
approximately  6,000  employees  to  come  principally  from  RSOC 
euid  LSOC.   All  capital  contributions  shall  be  credited  to 
the  Capital  Accounts  of  the  Members. 

Section  3.2   Initial  Capital  Contributions. 
Subject  to  the  terms  and  conditions  of  this  Agreement  and 
the  Master  Agreement,  on  such  date  after  satisfaction  of  the 
conditions  set  forth  in  Article  IV  of  the  Master  Agreement 
or  on  such  other  date  as  the  Members  shall  mutually  agree 
(the  "Initial  Closing  Date"),  each  of  RSAC  and  LMSAC  shall 
contribute  to  the  capital  of  the  Con^jany  the  amount  of 
$1,000,000  in  cash  (for  a  total  of  $2,000,000)  by  wire 
transfer  of  immediately  available  funds  to  a  bank  account  of 
the  Company  designated  by  the  Compcuiy. 

Section  3.3  Subsequent  Capital  Contributions, 
(a)   Subject  to  the  terms  and  conditions  of  this  Agreement 
and  the  Master  Agreement,  on  each  Subsequent  Closing  Date 
RSAC  shall  treuisfer  and  assign  to  the  Conpany  (i)  good  and 
marketable  title  to  such  assets  as  shall  be  mutually  agreed 
upon  by  the  Members  prior  to  such  Subsequent  Closing  Date 
and  described  in  a  mutually  agreed  upon  schedule  to  be 
attached  to  and  to  form  a  part  of  this  Agreement  (a 
"Subsequent  Closing  Date  Schedule") ,  (ii)  subject  to  Section 
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3.6,  all  of  RSAC's  right,  title  and  interest  in  and  to  such 
contracts,  bids,  purchase  orders  and  agreements  as  shall  be 
mutually  agreed  upon  by  the  Members  and  set  forth  in  such 
Subsequent  Closing  Date  Schedule,  and  (iii)  subject  to 
Section  3.6,  all  of  RSAC's  right,  title  and   interest  in  and 
to  such  leases,  subleases,  easements,  licenses  and  other 
agreements  as  shall  be  mutually  agreed  upon  by  the  Members 
and  described  in  such  Subsequent  Closing  Date  Schedule 
relating  to  the  occupancy  or  use  of  any  facility  described 
in  such  Subsequent  Closing  Date  Schedule  (an  "RSAC 
Facility") .   RSAC  shall  effect  such  transfers  and 
assignments  by  delivery  to  the  Compcuiy  of  such  deeds,  bills 
of  sale,  endorsements,  assignments,  consents  or  other 
instruments  as  shall  be  reasonably  requested  by  LMSAC  or  the 
Con^any.   The  assets  transferred  by  RSAC  to  the  Company 
pursuant  to  this  Section  3.3(a)  are  sometimes  herein 
referred  to  as  the  "RSAC  Assets". 

(b)   Subject  to  the  terms  and  conditions  of  this 
Agreement  and  the  Master  Agreement,  on  each  Subsequent 
Closing  Date  LMSAC  shall  transfer  and  assign  to  the  Company 
(i)  good  and  marketeible  title  to  such  assets  as  shall  be 
mutually  agreed  upon  by  the  Members  and  described  in  the 
relevant  Subsequent  Closing  Date  Schedule,  (ii)  subject  to 
Section  3.6,  all  of  LMSAC 's  right,  title  and  interest  in  and 
to  such  contracts,  bids,  purchase  orders  and  agreements  as 
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shall  be  mutually  agreed  upon  by  the  Members  cind  described 
in  such  Subsequent  Closing  Date  Schedule,  and  (iii)  subject 
to  Section  3.6,  all  of  LMSAC's  right,  title  and  interest  in 
and  to  such  leases,  subleases,  easements,  licenses  and  other 
agreements  as  shall  be  mutually  agreed  upon  by  the  Members 
euid  described  in  such  Subsequent  Closing  Date  Schedule 
relating  to  the  occupancy  or  use  of  any  facility  described 
in  such  Subsequent  Closing  Date  Schedule  (an  "LMSAC 
Facility") .   LMSAC  shall  effect  such  transfers  and 
assignments  by  delivery  to  the  Cott^jany  of  such  deeds,  bills 
of  sale,  endorsements,  assignments,  consents  or  other 
instruments  as  shall  be  reasonably  rec[uested  by  RSAC  or  the 
Company.   The  assets  transferred  by  LMSAC  to  the  Company 
pursuant  to  this  Section  3.3(b)  are  sometimes  referred  to 
herein  as  the  "LMSAC  Assets". 

(c)   Unless  otherwise  agreed  by  the  Members,  the 
RSAC  Assets  and  the  LMSAC  Assets  to  be  contributed  to  the 
capital  of  the  Coit^euiy  by  RSAC  and  LMSAC,  respectively,  on 
each  Subsequent  Closing  Date  (i)  shall  be  of  equal  value 
(such  values  to  be  set  forth  in  the  relevant  Subsequent 
Closing  Date  Schedule)  cind  (ii)  shall,  to  the  extent  legally 
permissible,  be  transferred,  assigned  and  contributed  to  the 
Company  simultauieously  on  such  Siibsequent  Closing  Date. 
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Section  3.4  Additional  Cash  Capital 
Contributions . 

(a)  Each  Member  shall  make  additional  cash 
contributions  to  the  capital  of  the  Company  in  the  amounts 
and  on  the  dates  to  be  set  forth  in  a  Schedule  ("Schedule 
3.4(a)")  to  be  mutually  agreed  upon  by  the  Members  and  to  be 
attached  to  and  form  a  part  of  this  Agreement . 

(b)  In  addition  to  the  capital  contributions 
provided  for  in  Sections  3.2,  3.3  and  3.4(a),  the  Members 
hereby  undertake  to  make  such  further  cash  contributions  to 
the  capital  of  the  Company  as  may  be  requested  by  the  CEO 
(after  consultation,  to  the  extent  reasonably  feasible,  with 
the  COO  and  after  the  CEO  has  advised  the  Members  in  writing 
that  in  his  business  judgment  further  cash  contributions  in 
the  amount  specified  are  reasonably  required  by  the  Company) 
at  any  time  and  from  time  to  time  after  the  date  of  this 
Agreement  upon  not  less  than  ten  (10)  days  prior  notice  to 
the  Members,  provided  that  contributions  made  pursuant  to 
this  Section  3.4(b)  shall  be  made  by  the  Members  in 
proportion  to  their  Participation  Percentages  and  shall  in 
no  event  exceed  $25,000,000  in  the  aggregate  in  any  Fiscal 
Year.   Any  capital  contributions  in  excess  of  the  amounts 
set  forth  in  the  preceding  sentence  and  in  Sections  3.2,  3.3 
and  3.4(a)  shall  be  made  in  such  amounts  and  at  such  times 
as  shall  be  determined  by  mutual  agreement  of  the  Members . 
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Section  3.5  Default  in  Cash  Contribution 
Obligation.   If  any  Member  (a  "Non-Contributing  Member") 
fails  to  fulfill  a  Cash  Contribution  Obligation  and  such 
failure  continues  for  twenty  (20)  business  days  after  such 
Member  and  Rockwell  (in  the  case  of  a  failure  by  RSAC)  or 
LMC  (in  the  case  of  a  failiire  by  LMSAC)  receive  notice  from 
the  Company  or  the  other  Member  (the  "Contributing  Member") 
of  such  failure,  then  the  Contributing  Member  may,  in 
addition  to  any  other  remedies  available  under  this 
Agreement  or  at  law  or  in  equity,  elect  to  contribute  some 
or  all  of  the  non-contributed  amount  in  cash  to  the  Company. 
In  the  event  of  any  such  contribution  of  additional  capital 
by  the  Contributing  Member,  the  Participation  Percentages  of 
the  Members  shall  be  appropriately  adjusted  to  reflect  the 
relative  capital  contributions  of  the  Members  under  Article 
III. 

Section  3.6  Consents  of  Third  Parties.   RSAC 
shall  use  reasoneible  efforts  to  obtain  any  required 
consents  to  the  assignment  to  the  Company  of  any  contract, 
bid,  purchase  order  or  other  agreement  to  be  contributed  by 
RSAC  to  the  Company  on  any  Subsequent  Closing  Date,  and 
LMSAC  shall  use  reasonable  efforts  to  obtain  any  rec[uired 
consents  to  the  assignment  to  the  Company  of  any  contract, 
bid,  purchase  order  or  other  agreement  to  be  contributed  by 
LMSAC  to  the  Compauiy  on  any  Subsequent  Closing  Date.   This 
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Agreement  shall  not  constitute  an  agreement  to  assign  any 
interest  in  any  such  contract,  bid,  purchase  order  or  other 
agreement  or  any  claim,  right  or  benefit  arising  thereunder 
or  resulting  therefrom,  if  an  assignment  without  the 
consent  of  a  third  party  would  constitute  a  breach  or 
violation  thereof  or  adversely  affect  the  rights  of  the 
Con^any,  RSAC  or  LMSAC,  as  the  case  may  be,  thereunder.   If 
a  consent  of  a  third  party  which  is  required  in  order  to 
assign  any  such  contract,  bid,  purchase  order  or  other 
agreement  or  any  claim,  right  or  benefit  arising  thereunder 
or  resulting  therefrom  is  not  obtained  prior  to  the 
relevant  Subsequent  Closing  Date,  or  if  an  attempted 
assignment  thereof  would  be  ineffective  or  would  adversely 
affect  the  rights  of  the  Company,  RSAC  or  LMSAC,  as  the 
case  may  be,  thereunder,  RSAC  and  LMSAC  will  cooperate  with 
the  Company  in  effecting  any  lawful  and  economically 
feasible  arrangement,  including  subcontracting  arrangements 
or  sxibleasing  of  appropriate  employees  euid  equipment,  to 
provide  that  the  Conpany  shall  receive  each  of  RSAC's  and 
LMSAC s,  as  the  case  may  be,  interest  in  the  benefits,  and 
shall  perform  each  of  their  respective  obligations,  under 
any  such  contract,  bid,  purchase  order  or  other  agreement; 
and  any  transfer  or  assignment  to  the  Company  by  RSAC  or 
LMSAC  of  any  interest  under  any  such  contract,  bid, 
purchase  order  or  other  agreement  that  requires  the  consent 
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of  a  third  party  shall  be  made  subject  to  such  consent  or 
approval  being  obtained.   If  one  or  more  government 
contracts  is  to  be  contributed  by  a  Member  or  a  Member's 
Affiliate  on  behalf  of  a  Member  as  of  a  Siibsequent  Closing 
Date,  as  soon  as  practiccible  following  such  Subsecpjent 
Closing  Date,  such  Member  shall,  in  accordcuice  with  Federal 
Acquisition  Regulations  Part  42,  5  42.12,  submit  in  writing 
to  each  responsible  Contracting  Officer  (as  determined 
pursuant  to  Federal  Acc[uisition  Regulations  Part  42,  ^ 
42.1202(a))  a  request  for  the  United  States  Government  (i) 
to  recognize  the  Company  as  the  successor  in  interest  of 
RSAC  or  LMSAC  or  an  Affiliate  of  either,  as  the  case  may 
be,  under  each  of  the  government  contracts  included  on  the 
relevant  Subsequent  Closing  Date  Schedule,  (ii)  to  enter 
into  one  or  more  novation  agreements  with  the  Company  and 
RSAC  or  LMSAC  or  an  Affiliate  of  either,  as  applicable,  for 
the  transfer  and  assignment  of  such  government  contracts, 
and  (iii)  to  recognize  the  Company  as  the  successor  in 
interest  of  RSAC  or  LMSAC  or  an  Affiliate  of  either,  as  the 
case  may  be,  to  each  bid,  offer  or  proposal  to  the  United 
States  Government  included  on  the  relevant  Subsequent 
Closing  Date  Schedule. 
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ARTICLE  IV 
MANAGEMENT;  ADVISORY  BOARD 

Section  4.1  Officers . 

(a)  The  Officers.  The  Officers  of  the  Company 
shall  consist  of  a  President  and  Chief  Executive  Officer,  an 
Executive  Vice  President  euid  Chief  Operating  Officer,  a 
Chief  Financial  Officer,  a  Conptroller  and  such  other 
Officers  as  shall  be  appointed  from  time  to  time  by  the 
President  and  Chief  Executive  Officer. 

(b)  President  and  Chief  Executive  Officer.   The 
President  and  Chief  Executive  Officer  of  the  Company  (the 
"CEO")  shall  be  appointed  by  RSAC  and  may  come  from  any 
industry  or  background  on  a  "best  candidate"  basis.   Prior 
to  any  such  appointment  RSAC  shall  notify  LMSAC  of  the 
identity  of  its  proposed  appointee  and  LMSAC  shall  have  the 
right  to  veto  such  appointment  by  written  notice  to  RSAC 
within  twenty  (20)  days  after  being  so  notified.   In  the 
event  that  LMSAC  exercises  the  foregoing  veto  right  as  to 
more  than  two  proposed  appointees  for  any  vacancy,  RSAC  may 
elect  to  have  any  such  veto  after  the  second  veto  treated  as 
a  deadlock  between  the  Members  to  be  resolved  in  accordance 
with  the  provisions  of  Article  XIII.   The  CEO  shall  have  the 
authority  set  forth  in  Section  4.2.   The  compensation  of  the 
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CEO  shall  be  determined  by  mutual  agreement  of  the  Members. 
The  initial  CEO  appointed  by  RSAC  shall  be  Kent  M.  Black. 

(c)   Executive  Vice  President  and  Chief  Operating 
Officer.   The  Executive  Vice  President  and  Chief  Operating 
Officer  of  the  Conpany  (the  "COO")  shall  be  appointed  by 
LMSAC  euid  may  come  from  einy  industry  or  background  on  a 
"best  candidate"  basis.   Prior  to  any  such  appointment  LMSAC 
shall  notify  RSAC  of  the  identity  of  its  proposed  appointee 
and  RSAC  shall  have  the  right  to  veto  such  appointment  by 
written  notice  to  LMSAC  within  twenty  (20)  days  after  being 
so  notified.   In  the  event  that  RSAC  exercises  the  foregoing 
veto  right  as  to  more  than  two  proposed  appointees  for  any 
vacancy,  LMSAC  may  elect  to  have  any  such  veto  after  the 
second  veto  treated  as  a  deadlock  between  the  Members  to  be 
resolved  in  accordance  with  the  provisions  of  Article  XIII. 
The  COO  shall  have  such  powers  and  perform  such  duties  as 
may  be  prescribed  from  time  to  time  by  the  CEO.   The 
compensation  of  the  COO  shall  be  determined  by  mutual 
agreement  of  the  Members .   The  initial  COO  appointed  by 
LMSAC  shall  be  James  Adamson. 

(d)   Chief  Financial  Officer.   The  Chief  Financial 
Officer  of  the  Con^jany  (the  "CFO")  shall  be  appointed  by 
RSAC.   The  CFO  shall,  under  the  direction  of  the  CEO,  be 
responsible  for  all  financial  and  accounting  matters  of  the 
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Con5)any.   The  initial  CFO  appointed  by  RSAC  shall  be  Richard 
Hickman. 

(e)  Comptroller.   The  Con^troller  of  the  Company 
(the  "Comptroller")  shall  be  appointed  by  LMSAC  and  shall 

have  such  powers  and  perform  such  duties  as  may  be 
prescribed  from  time  to  time  by  the  CEO.   The  initial 
Comptroller  appointed  by  LMSAC  shall  be  James  Weston. 

(f)  Other  Officers.   Officers  of  the  Company 
other  than  those  whose  duties  are  expressly  provided  for  in 
this  Agreement  shall  be  appointed,  and  shall  have  such 
authority  and  perform  such  duties  as  may  from  time  to  time 
be  prescribed,  by  the  CEO  (after  consultation,  to  the  extent 
reasoncibly  feasible,  with  the  COO,  and  provided  that  the 
appointment  of  the  principal  legal  officer  of  the  Company 
shall  be  subject  to  the  approval  of  both  Members) ,  it  being 
understood  that  the  remainder  of  the  Company's  management 
team  will,  to  the  extent  practicable,  initially  be  comprised 
of  a  substantially  equal  balance  of  personnel  from  Rockwell 
(or  its  Affiliates)  and  from  LMC  (or  its  Affiliates) ,  with 
selected  outside  hires. 

(g)   Removal .  Any  Officer  appointed  by  a  Member 
may  be  removed  and  replaced  at  any  time  and  for  any  reason 
only  by  the  Member  authorized  to  appoint  such  Officer,  or  in 
the  case  of  the  CEO  or  the  COO,  pursuant  to  Section  4.4(a) . 
Any  Officer  appointed  by  the  CEO  may  be  removed  and  replaced 
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at  any  time  and  for  any  reason  only  by  the  CEO  (after 
consultation,  to  the  extent  reasonably  feasible,  with  the 
COO)  . 

Section  4.2  Management  of  the  Company  by  the  CEO. 
Subject  to  the  rights  of  Members  as  set  forth  herein, 
overall  management,  supervision  and  operation  of  the  Company 
shall  be  exercised  by  the  CEO,  who,  except  as  otherwise 
expressly  provided  in  this  Agreement,  shall  have  complete, 
total  and  exclusive  authority,  discretion  and  responsibility 
in  the  management,  supervision  and  operation  of  the  business 
of  the  Company;  provided,  however,  that  the  CEO  shall,  to 
the  extent  reasonably  feasible,  consult  with  and  seek  the 
advice  and  recommendations  of  the  COO  on  all  matters 
material  to  the  management  or  the  business  of  the  Company. 
Without  limiting  the  generality  of  the  foregoing,  the  CEO 
shall  have  the  authority  and  responsibility,  subject  to  the 
other  terms  of  this  Agreement,  including,  but  not  limited 
to.  Sections  2.1  euid  4.3,  to  take  such  action  from  time  to 
time  as  he  or  she  may  deem  necessary,  appropriate  or 
advisable  in  connection  with  the  management  and  conduct  of 
the  business  and  affairs  of  the  Con^any  including,  but  not 
limited  to,  the  following: 

(a)   determining  all  questions  of  general  business 
policy  and  management; 


26 


179 


(b)  managing  and  supervising  the  day-to-day 
operations  of  the  Coitpany; 

(c)  approving  contracts,  agreements  and 
commitments  of  the  Company; 

(d)  approving  the  choice  of  the  Company's  outside 
business  consulteints ,  if  any,  and  approving  the 
retention  (from  a  list  of  attorneys  approved  by  both 
Members)  or  removal  of  outside  attorneys  for  the 
Company ; 

(e)  approving  real  and  personal  property  leases 
and  the  acquisition  or  disposition  by  the  Company  of 
interests  in  real  and  personal  property; 

(f)  hiring  and  dismissing  Officers  (other  than 
the  COO,  the  CFO  and  the  Comptroller)  and  other 
employees  of  the  Con^any  and  establishing  the  terms  of 
employment  of  Officers  (other  thoui  himself  or  herself 
and  the  COO)  and  other  employees; 

(g)  commencing,  settling  or  taking  any  other 
action  in  connection  with  any  litigation  to  which  the 
Company  is  or  may  become  a  party;  euid 

(h)   approving  press  releases  and  other  public 
announcements  or  communications  by  or  on  behalf  of  the 
Company . 

Section  4.3  Approval  of  Certain  Actions  by  the 
Members .   Notwithstanding  amy  other  provision  of  this 
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Agreement,  the  agreement  of  both  Members  (which  agreement 
(i)  shall  be  in  writing  or  (ii)  as  to  either  Member,  may  be 
obtained  orally  from  the  duly  authorized  representative  of 
such  Member  who  will  be  designated  by  such  Member  in 
writing,  or  by  such  authorized  representative's  designee) 
shall  be  required  with  respect  to  the  following  matters: 
(a)   entering  into  or  terminating  (where 
termination  is  an  option  or  right  of  the  Conpany)  any 
of  the  following  contracts,  subcontracts,  agreements  or 
other  arrangements,  or  any  amendment  or  modification 
thereto,  enforceable  against  the  Company  (each  such 
contract,  subcontract,  agreement,  arrangement, 
amendment  or  modification  referred  to  individually  as  a 
"Contract"  and  collectively  as  the  "Contracts") : 

(i)  any  Contract  between  the  Company  and  NASA 
involving  an  aggregate  amount  of  contract  value  or 
performance  obligations  in  excess  of  $250,000,000; 

(ii)  any  fixed  price  development  Contract 
between  the  Company  and  NASA  or  any  other 
governmental  agency  or  any  other  Person  under 
which  the  Company  has  performance  obligations; 

(iii)  any  Contract  the  payment  obligations  of 
which  are  denominated  in  any  currency  other  than 
United  States  dollars;  or 
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(iv)  cuiy  Contract  between  the  Company  and  a 
Member  or  an  Affiliate  of  a  Member  which  Contract 
involves  an  aggregate  amount  in  excess  of 
$200,000,000; 

(b)  any  change  to  the  Fiscal  Year  of  the  Coit^any; 

(c)  the  sale,  transfer,  assignment,  conveyance  or 
other  disposition  (including  any  lease  or  bailment 
where  the  Coii5)any  is  lessor  or  bailor  for  a  term 
greater  than  one  (1)  year)  of  any  assets  or  properties 
of  the  Company  having  a  fair  market  value  or  a  book 
value  in  excess  of  $10,000,000  in  any  single 
transaction; 

(d)  any  change  or  amendment  to  any 
indemnification  or  other  insurance  agreement  or 
arrangement  with  NASA  or  any  other  governmental  agency 
(U.S.  or  foreign)  that  would  remove  the  "first  dollar 

of  loss  coverage"  for  any  loss,  damage  or  other 
casualty  arising  from  Company  operations,  including  the 
ground  preparations,  launch,  flight,  landing  and 
transport  of  the  Space  Shuttle; 

(e)  the  determination  of  the  amount  of  Cash 
Availeible  for  Distribution; 

(f)  the  incurrence  or  guarantee  by  the  Company  of 
indebtedness  for  borrowed  money,  or  the  making  or 
granting  of  any  pledge,  mortgage,  encumbrance  or 
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security  interest  in  any  Company  asset  or  property,  or 
the  entry  by  the  Con^any  into  any  guarantee,  assurance 
or  undertaking  of  the  performance  of  any  contract  by 
any  third  party,  any  Member  or  any  Affiliate  of  any 
Member  (it  being  understood  that  the  Prime  Contract  or 
any  other  contract  between  the  Company  and  NASA  or  any 
other  governmental  agency  will  not  be  deemed  to 
constitute  such  a  cfuarantee,  assureince  or  undertaking)  ; 
(g)   requiring  additional  capital  contributions  by 
the  Members  other  than  as  provided  for  in  Article  III; 
(h)   any  acquisition  of  assets  or  rights  from  any 
other  Person  for  consideration  in  excess  of  $10,000,000 
in  any  single  transaction,  other  than  in  the  ordinary 
course  of  business  of  the  Company,  or  the  purchase  of 
any  real  property,  or  the  lease  of  any  real  property 
for  a  lease  term  in  excess  of  five  years  and  requiring 
the  payment  of  rent  by  the  Company  in  excess  of 
$10,000,000; 

(i)   the  entry  into  by  the  Company  or  the 
establishment  by  the  Company  of  any  joint  venture, 
partnership,  limited  liability  con^any,  subsidiary  or 
other  entity  with  any  other  Person,  including  without 
limitation  any  Member  or  any  Affiliate  of  any  Member; 
(j)   the  retention  of  any  outside  attorneys  for 
the  Company  not  included  on  a  list  thereof  approved  by 
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the  Members,  or  the  change  in  the  independent 
accountants  and  auditors  for  the  Conpany; 

(k)   exposing  the  Coitpany  to  amy  unfunded 
potential  termination  liability  in  respect  of 
contractual  or  pre -contractual  activity  of  the  Coitpany 
in  an  aggregate  amount  that  exceeds  by  more  than 
$10,000,000  the  estimated  amounts  of  such  unfunded 
potential  termination  liability  set  forth  in  the 
written  business  plan  and  budget  submitted  to  the 
Members  pursuant  to  Section  5.7  (provided  that  the 
Members  shall  have  approved  such  estimated  amounts) ,  or 
such  other  amount  as  may  be  agreed  to  in  writing  by  the 
Members ; 

(1)   the  licensing  of  or  grant  of  rights  in  any 
intellectual  property  belonging  to  the  Company  to  any 
Person  including  without  limitation  any  Member  or  any 
Affiliate  of  any  Member,  other  than  in  the  ordinary 
course  of  business  of  the  Company; 

(m)   any  payment  or  offer  of  any  payment  by  the 
Company  or  any  of  its  agents  or  representatives  to  any 
official  of  emy  foreign  government; 

(n)   settling  any  claim,  litigation  or  dispute  for 
an  amount  in  excess  of  $10,000,000; 
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(o)   conunencing  any  litigation  in  the  name  or  on 
behalf  of  the  Company  against  NASA  or  any  other 
governmental  agency; 

(p)   making  any  election  for  Federal  income  tax 
purposes ; 

(q)   except  as  otherwise  provided  for  in  this 
Agreement,  making  any  non-cash  distributions  or 
accepting  any  non-cash  capital  contributions; 

(r)   the  valuation  of  any  non-cash  property 
contributed  to  the  Company  by  a  Member,  or  distributed 
to  a  Member  by  the  Company;  or 

(s)   making  any  special  allocations  pursuant  to 
Section  6.3(b) (iv) ,  or  changing  the  method  of 
maintaining  the  Company's  Capital  Accounts,  or  taking 
any  other  action  referred  to  in  clauses  (i) ,  (iii) , 
(iv)  and  (v)  of  Section  6.3(d)  or  Section  5.5(c). 
Section  4.4  The  Advisory  Board, 
(a)   Duties .   The  Company  shall  have  an  advisory 
board  (the  "Advisory  Board")  which  will  review  the  progress 
and  operations  of  the  Company  and  advise  the  Company.   The 
Advisory  Board  may  recommend  actions  for  consideration  by 
the  CEO  or  the  Members  to  assist  the  Company  in  achieving 
its  goals  of  placing  appropriate  emphasis  on  safety  of 
flight  and  cost  reduction  initiatives.   Notwithstanding 
anything  to  the  contrary  provided  herein,  the  Advisory  Board 
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shall  have  no  responsibility  or  authority  to  manage  the 
affairs  of  the  Con^any,  provided  that  the  Advisory  Board 
shall  have  authority  to  remove  the  CEO  or  the  COO  by  a 
majority  vote  of  the  entire  Advisory  Board  emd  may  act  if 
and  when  called  upon  to  do  so  pursuant  to  Article  XIII. 

(b)   Composition.   The  Advisory  Board  shall 
consist  of  seven  (7)  advisors  (the  "Advisors") ,  two  (2)  of 
whom  shall  be  appointed  by  RSAC  ("RSAC  Designated 
Advisors"),  two  (2)  of  whom  shall  be  appointed  by  LMSAC 
("liMSAC  Designated  Advisors"),  and  three  (3)  of  whom  shall 
be  appointed  jointly  by  LMSAC  and  RSAC  and  who  shall  not  be 
employees  of  either  Rockwell  or  LMC  or  their  respective 
Affiliates  ("Independent  Advisors").   Each  Member  may 
designate  one  or  two  temporary  Advisors  to  the  Advisory 
Board  to  act  as  Advisor (s)  in  the  absence  of  a  like  number 
of  the  Member's  designated  Advisors.   Each  Member  shall  have 
the  power  to  remove  (with  or  without  cause)  one  or  both  of 
its  designated  Advisors  by  delivering  written  notice  of  such 
removal  to  the  Conpany,  to  the  other  Member  and  to  the 
Independent  Advisors.   The  Members  may,  by  written 
agreement,  remove  euiy  or  all  of  the  Independent  Advisors  by 
delivering  written  notice  thereof  to  the  Conpany  and  to  such 
Independent  Advisors.   Bach  Advisor  shall  serve  until  (i) 
his  or  her  successor  is  designated  by  the  Member (s)  that 
appointed  such  Advisor  or  (ii)  his  or  her  earlier 
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resignation,  removal,  death  or  inability  to  serve.   Any 

Advisor  may  resign  at  any  time  upon  written  notice  to  the 

CoiT5)any  and  the  Member (s)  that  appointed  such  Advisor. 

Vacancies  on  the  Advisory  Board  shall  be  filled  by  the 

Member (s)  that  appointed  the  Advisor  previously  holding  the 

position  which  is  then  vaceuit .   Appointment  of  an  Advisor 

shall  be  effective  upon  receipt  of  notice  by  the  Company 

from  the  Member (s)  taking  such  action.   The  initial  Advisors 

are: 

(i)   RSAC  Designated  Advisors: 

John  A.  McLuckey 
Robert  G.  Minor 

(ii)   LMSAC  Designated  Advisors: 

Peter  B.  Teets 
Gerald  T.  Oppliger 

(iii)   Independent  Advisors: 

Dr.  Lew  Allen,  Jr. 
Dr.  Mark  Albrecht 
[to  be  agreed] 
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(c)   Compensation.   All  compensation  of  and 
e:q)enses  incurred  by  any  designated  Advisor  of  either  Member 
in  performing  such  Advisor's  duties  hereunder  shall  be  the 
responsibility  of  the  Member  that  appointed  such  Advisor, 
and  each  Member  shall  hold  the  Conqpany  and  the  other  Member 
harmless  from  any   loss,  claim  or  liability  resulting  from  or 
arising  out  of  such  Member's  obligations  to  compensate  or 
reimburse  any  such  Advisor.  All  condensation  of  and 
expenses  incurred  by  euiy  Independent  Advisor  shall  be  the 
responsibility  of  the  Company.   Except  as  otherwise  agreed 
by  the  Members,  the  compensation  (independent  of 
reimbursable  expenses)  of  each  Independent  Advisor  shall 
consist  of  an  annual  retainer  in  the  amount  of  $15,000, 
payable  in  eq^ial  quarterly  installments,  plus  $1,000  for 
each  meeting  of  the  Advisory  Board  attended  by  such 
Independent  Advisor,  payable  pronptly  after  each  such 
meeting. 

(d)   Notice  of  Advisory  Board  Meetings,-  Location.- 
Waiver  of  Notice.   Regular  meetings  of  the  Advisory  Board 
shall  be  held  at  least  monthly  vintil  six  months  after  the 
date  of  award  of  the  Prime  Contract,  smd  thereafter  at  least 
quarterly,  at  such  places,  dates  and  times  as  may  be  fixed 
by  the  CEO  or  by  mutual  agreement  of  the  Members  upon  ten 
(10)  days'  prior  written  notice  to  each  Advisor.   Special 
meetings  of  the  Advisory  Board  may  be  called  by  the  CEO  or 
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by  any  two  Advisors  upon  ten  (10)  days'  prior  written  notice 
to  each  Advisor  and  the  Company,  which  notice  shall  identify 
the  purpose  of  the  special  meeting  or  the  business  to  be 
transacted.   Meetings  of  the  Advisory  Board  may  be  held  by 
conference  telephone  or  similar  communications  equipment  by 
means  of  which  all  individuals  participating  in  the  meeting 
can  be  heard  simultaneously  by  all  other  participants  and 
each  can  speak  to  all  others.   Notice  of  meeting  may  be 
waived  before,  at  or  after  a  meeting  by  a  written  waiver  of 
notice  signed  by  the  Advisor  entitled  to  notice.   An 
Advisor's  attendance  at  a  meeting  shall  constitute  waiver  of 
such  notice  unless  the  Advisor  states  at  the  beginning  of 
the  meeting  his  objection  to  the  transaction  of  business 
because  the  meeting  was  not  lawfully  called  or  convened. 

(e)  Chair;  Attendance.   At  the  first  meeting  of 
the  Advisory  Board  cne  of  the  two  RSAC  Designated  Advisors, 
as  selected  by  RSAC,  will  serve  as  chair  of  the  meeting.   At 
subsequent  meetings  of  the  Advisory  Board,  the  chair  shall 
be  selected  alternately  by  LMSAC  or  RSAC  from  its  respective 
Designated  Advisors.   The  CEO  and  the  COO  shall  be  entitiled 
to  receive  notices  of  and  to  attend  all  meetings  of  the 
Advisory  Board,  provided  that  they  shall  remove  themselves 
from  any  meeting  at  the  request  of  the  Advisory  Board. 

( f )  Quorum;  Approvals;  Written  Action .   The 
presence  of  four  (4)  Advisors  shall  constitute  a  quorum  for 
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the  transaction  of  business  at  an  Advisory  Board  meeting, 
provided  that  at  least  one  such  Advisor  is  an  RSAC 
Designated  Advisor  and  one  such  Advisor  is  an  LMSAC 
Designated  Advisor.   Except  as  otherwise  provided  in  this 
Agreement,  when  a  quorum  is  present  at  any  meeting  of  the 
Advisory  Board  the  vote  of  a  majority  of  the  Advisors 
present  shall  be  the  act  of  the  Advisory  Board.   Any  RSAC 
Designated  Advisor  or  LMSAC  Designated  Advisor  may  appoint 
in  writing  amother  Advisor  as  his  or  her  proxy  to  act  on  his 
or  her  behalf  and  to  vote  in  his  or  her  stead  at  any  meeting 
of  the  Advisory  Board.   The  Advisory  Board  may  act  without  a 
meeting  only  if  the  action  taken  is  approved  in  advance  in 
writing  by  the  unanimous  consent  of  all  Advisors.   The 
Advisory  Board  shall  cause  written  minutes  to  be  prepared  of 
all  action  taken  by  the  Advisory  Board,  which  minutes  shall 
be  maintained  at  the  Company's  principal  office.   Copies  of 
such  minutes  shall  promptly  be  provided  to  each  Member  and 
each  Advisor. 

Section  4.5  Employees  and  Benefit  Matters.   RSAC 
and  LMSAC  will  use  all  commercially  reasonable  efforts  to 
examine  and  determine  the  needs  of  the  Company  in  respect  of 
ettployees  and  enq>loyee  benefit  matters  and  to  reach  a 
written  agreement  on  such  matters  at  the  earliest 
practicable  date,  it  being  understood  that  final  agreement 
will  depend  in  part  upon  the  terms  of  the  Prime  Contract  and 
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discussions  and  negotiations  to  be  conducted  between  the 
Company  and  NASA.   RSAC  and  LMSAC  each  will  be  responsible 
for  any  rights  of  their  (or  their  respective  Affiliates ' ) 
respective  enployees  who  become  en^loyees  of  the  Company 
which  rights  accrued  prior  to  enployment  by  the  Con5)any  and 
by  virtue  of  en:5)loyment  with  RSAC  or  LMSAC  (or  their 
respective  Affiliates) ,  as  the  case  may  be,  including 
without  limitation  euiy  rights  accrued  under  any  pension  or 
other  benefit  plan. 

ARTICLE  V 

FINANCIAL.  ACCOUNTING  AND 

ADMINISTRATIVE  MATTERS 

Section  5.1  Fiscal  Year.   The  fiscal  year  of  the 
Company  (the  "Fiscal  Year")  shall  end  on  September  30  of 
each  year. 

Section  5.2  Financial  Statements .   (a)   As 
pronptly  as  practicable,  but  in  no  event  later  than  fifteen 
(15)  days  after  the  close  of  each  calendar  month  during  each 
Fiscal  Year,  the  following  unaudited  fineuicial  statements 
shall  be  prepared  and  siibmitted  to  each  Member: 

(i)   a  bal2uice  sheet  of  the  Con^)cmy  as  of  the  end 
of  such  month; 

(ii)   a  statement  of  profit  euid  loss  for  the 
Con^any  for  such  month  and  the  Fiscal  Year  to  date;  and 
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(iii)   a  statement  of  cash  flows  for  the  Compcuay  for 
such  month. 

(b)  As  promptly  as  practicable,  but  in  no  event 
later  than  sixty  (60)  days  after  the  close  of  each  Fiscal 
Year,  the  following  audited  financial  statements  shall  be 
prepared  and  submitted  to  each  Member: 

(i)  a  balance  sheet  of  the  Company  as  of  the  end 
of  such  Fiscal  Year; 

(ii)   a  statement  of  profit  and  loss  for  the 
Company  for  such  Fiscal  Year; 

(iii)   a  statement  of  cash  flows  for  the  Company  for 
such  Fiscal  Year;  and 

(iv)   a  statement  of  the  Members'  Capital  Accounts 
and  all  changes  therein. 

(c)  All  financial  statements  of  the  Company 
referred  to  in  this  Section  5 . 2  shall  be  prepared  in 
accordance  with  generally  accepted  accounting  principles . 

Section  5.3  Records .   The  Company  shall  maintain 
complete  and  accurate  records  and  accounts  of  all  Conpany 
revenues  euid  expenditures  eind  of  the  acquisition,  ownership 
and  disposition  of  all  properties  of  the  Company.   The 
Members  shall  have  access  to  the  books  of  account  eUid 
business  records  of  the  Conpany  during  normal  business  hours 
for  inspection  euid  audit  by  any  Member  or  its  duly 
authorized  representative,  at  the  expense  of  such  Member. 
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No  charges  shall  be  made  to  such  Member  by  the  Company  for 
such  inspection  and  audit  other  than  for  out-of-pocket  costs 
of  the  Compamy  occasioned  thereby.   The  Company  shall 
maintain  all  such  records  for  a  period  of  six  (6)  years  from 
the  date  of  the  making  or  receipt  thereof,  except  for  those 
records,  if  any,  required  to  be  kept  for  a  longer  period 
under  applicable  law  or  which  a  Member  requests  be 
maintained  for  a  longer  period. 

Section  5.4  Tax  Returns.   As  soon  as  practicable 
after  the  end  of  each  Fiscal  Year,  the  Conpany  shall  cause 
to  be  prepared  and  filed,  to  the  extent  required,  tax 
returns  for  the  Con^any  emd  shall  supply  copies  of  all 
United  States  Federal,  state  and  local  income  tax  returns  to 
the  Members  for  their  review  thirty  (30)  days  prior  to  the 
filing  thereof  with  the  appropriate  governmental  agencies. 
In  preparing  and  filing  such  teix  returns,  the  Company  shall 
reasonably  consult  with  the  Members.   All  returns  filed  by 
the  Compciny  in  respect  of  Federal  income  taxes  shall  be 
filed  on  the  basis  that  the  Conpany  is  a  partnership  for 
Federal  income  tauc  purposes. 

Section  5.5  Tax  Matters  Partner.  Etc.   (a)  RSAC 
is  hereby  appointed  the  "Teoc  Matters  Partner"  within  the 
meaning  of  Section  6231(a) (7)  of  the  Code.   RSAC  shall  act 
in  good  faith  in  fulfilling  the  responsibilities  of  a  Teix 
Matters  Partner  under  the  Code,  the  Treasury  Regulations  and 
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pursuant  to  this  Agreement,  eind  in  fulfilling  any  similar 
role  under  state,  local  or  foreign  law. 

(b)   RSAC  shall  pronptly  take  such  action  as  may 
be  necessary  to  cause  LMSAC  to  become  a  "Notice  Partner" 
within  the  meaning  of  Section  6231(a) (8)  of  the  Code.   RSAC 
shall  keep  LMSAC  informed  of  all  material  matters  that  may 
come  to  its  attention  in  its  capacity  as  Tax  Matters  Partner 
by  giving  LMSAC  notice  thereof  within  fifteen  (15)  days 
after  it  becomes  informed  of  any  such  matter  or  within  such 
shorter  period  as  may  be  required  to  comply  with  any 
appropriate  statutory  or  regulatory  provisions .   RSAC  shall 
furnish  LMSAC  copies  of  all  written  communications  from  the 
Internal  Revenue  Service  within  fifteen  (15)  days  after  the 
receipt  thereof  or  within  such  shorter  period  as  may  be 
required  to  comply  with  any  appropriate  statutory  or 
regulatory  provisions.   RSAC  shall  also  provide  LMSAC  with 
reasonable  advance  notice  of  meetings  and  conferences  with 
the  Internal  Revenue  Service  so  that  LMSAC  will  have  a 
reasonable  opportunity  to  participate  in  such  meetings  and 
conferences.   Without  limiting  the  generality  of  the 
foregoing,  each  Member  shall  give  to  the  other  Member  pron5)t 
notice  of  receipt  of  any  written  notice  that  the  Internal 
Revenue  Service  or  einy  other  taxing  authority  intends  to 
examine  any  federal,  state,  local  or  foreign  tax  return,  or 
the  books  euid  records,  of  the  Company. 
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(c)  RSAC,  in  its  capacity  as  Tax  Matters  Partner, 
shall  not  take  any  action  contemplated  by  Section  6222 
through  Section  6233,  inclusive,  of  the  Code  without  the 
approval  of  both  Members;  provided,  however .  that  nothing 
contained  herein  shall  be  construed  to  limit  the  ability  of 
RSAC  to  take  euiy  action  under  Section  6222  through 
Section  6233,  inclusive,  of  the  Code  that  is  left  to  the 
determination  of  a  Member  so  long  as  such  action  is  not 
legally  binding  on  LMSAC  or  the  Conpany.   Without  limiting 
the  generality  of  the  foregoing,  RSAC  shall  not,  and  shall 
have  no  power  to,  enter  into  einy  extension  of  the  period  of 
limitations  for  making  assessments  on  behalf  of  another 
Member,  or  any  settlement  agreement  that  binds  another 
Member . 

(d)  If  either  Member  enters  into  a  written 
settlement  or  closing  agreement  with  the  Internal  Revenue 
Service  with  respect  to  any  partnership  tax  item  in  respect 
of  the  Company,  it  shall  notify  the  other  Member  of  such 
agreement  euid  its  terms  at  least  ten  (10)  days  prior  to  the 
execution  of  such  written  agreement. 

(e)  In  the  event  that  RSAC  ceases  to  be  a  Member, 
LMSAC  shall  become  the  Tax  Matters  Partner,  unless  RSAC  has 
tramsferred  its  Coiqpany  Interest  to  a  wholly-owned  Affiliate 
in  accordance  with  the  terms  hereof,  in  which  case  such 
Affiliate  shall  become  the  Tax  Matters  Partner. 
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(f)   The  provisions  of  this  Section  5.5  shall 
survive  the  termination  of  the  Company,  and  shall  remain 
binding  on  the  Members  for  a  period  of  time  necessary  to 
resolve  with  the  Internal  Revenue  Service  or  the  Department 
of  the  Treasury  or  other  taxing  authority  einy  and  all 
matters  regarding  the  Federal  income  taxation  of  the  Cortpany 
and  any  state,  local,  or  foreign  tax  matters. 

Section  5.6  Auditors.   The  Conpany's  independent 
public  accountants  and  auditors  shall  be  Coopers  &  Lybrand 
L.L.P.  or  such  other  nationally  recognized  accounting  firm 
as  the  Members  may  approve  from  time  to  time  (the 
"Auditors") .   The  Auditors  shall  be  appointed  pursuant  to  an 
engagement  letter  between  the  Company  and  the  Auditors 
approved  by  both  Members,  which  letter  shall  provide  that 
(i)  a  copy  of  any  Management  or  Accounting  Control  Letters 
of  Recommendation  or  Comment  from  the  Auditors  to  the 
Company  shall  be  delivered  to  the  Members  approximately 
contemporaneously  with  delivery  thereof  to  the  Company,  and 
(ii)  the  Auditors  euid  their  work  papers  shall  be  available 
to  either  Member  at  reasonable  times  and  upon  reasonable 
advance  notice  to  the  Auditors  and  the  Conpany. 

Section  5.7  Business  Plan  and  Budget.   Not  later 
than  forty-five  (45)  days  prior  to  the  end  of  each  Fiscal 
Year,  the  CEO,  upon  consultation  (to  the  extent  reasonably 
feasible)  with  the  COO  eind  with  the  assistance  and  advice  of 
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the  CFO  and  the  Comptroller,  shall  prepare  or  cause  to  be 
prepared  and  submit  to  the  Members  a  written  business  plan 
euid  budget  of  the  Conpany  for  the  following  Fiscal  Year, 
which  shall  include  reasonable  projections  and  assumptions 
concerning  (i)  costs  and  expenses  to  be  incurred  by  the 
Coii:5)any,  (ii)  cost  reduction  initiatives  to  be  pursued  by 
the  Company,  (iii)  anticipated  requirements  for  further 
capital  contributions  to  be  requested  of  the  Members 
pursuant  to  Section  3.4(b),  (iv)  anticipated  revenues 
available  to  the  Con^any  under  the  Prime  Contract  and  other 
sources,  (v)  estimated  Cash  Available  for  Distribution, 
(vi)  amounts  payeible  to  each  Member  or  its  Affiliates  in 
respect  of  work  to  be  performed  under  subcontracts  with  the 
Company  and  (vii)  estimated  unfunded  potential  termination 
liability. 

Section  5.8.   Permitted  Investments .   Except  as 
the  Members  shall  otherwise  mutually  agree,  the  Company  may 
invest  amy  cash  availeible  to  it  only  in  the  following 
"Permitted  Investments": 

(a)  direct  obligations  of  the  United  States  of 
America  and  agencies  thereof; 

(b)  obligations  fully  guaranteed  by  the  United 
States  of  America;  or 

(c)  domestic  time  deposits  with,  or  certificates 
of  deposit  of,  any  bank,  trust  coti:5)any  or  national  banking 
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association  incorporated  or  doing  business  under  the  laws  of 
the  United  States  of  America  or  one  of  the  states  thereof 
ranked  among  the  top  twenty-five  (25)  U.S.  commercial  banks 
in  terms  of  total  assets  and  having  a  rating  of  "B"  or 
better  by  IBCA  Inc.  or  Thomson  BankWatch; 

provided,  however,  that  no  investment  shall  be  eligible  or 
included  within  the  definition  of  the  term  "Permitted 
Investment"  unless  the  final  maturity  of  such  investment  is 
equal  to  ninety  (90)  days  or  less  from  the  date  of  such 
investment  and  the  aggregate  amount  invested  with  any 
individual  bank  does  not  exceed  $10,000,000  at  any  time. 

Section  5.9  Members '  Services .   The  Company  may 
from  time  to  time  purchase  directly  from  either  Member  or  an 
Affiliate  of  either  Member  (with  the  agreement  of  such 
Member  or  Affiliate)  administrative  support  services  such  as 
accounting,  tax,  legal,  human  resource  management  and  other 
services  on  an  as  needed  and  when  needed  basis.   Such 
services  will  be  purchased  at  rates  that  reflect  the  actual 
costs  of  providing  such  services,  provided  that  such  rates 
are  reasonably  con^jetitive  with  those  charged  by  third 
parties  for  such  services  where  con5)etitive  quotes  are 
available.   The  Members  understand  and  agree  that  the 
Company  is  a  50/50  joint  venture  over  which  neither  Member 
is  deemed  to  have  control,  eind  accordingly  the  Members 
believe  that  the  Coitpany  is  not  a  "segment"  of  either  Member 


45 


198 


or  their  Affiliates  for  purposes  of  Government  Cost 
Accounting  Steuidard  9904.403  ("CAS  403").   The  Members  shall 
use  their  respective  reasonaible  best  efforts  to  obtain  the 
written  concurrence  of  appropriate  government  agencies  as  to 
this  belief.   If  the  Company  is  deemed  to  be  a  segment  of 
either  Member  for  purposes  of  CAS  403,  that  Member  (i)  shall 
be  permitted  to  allocate  alloweible  home  office  expenses  to 
the  Coitpany  to  the  extent  provided  by  CAS  403,  (ii)  shall  be 
reimbursed  by  the  Company  for  such  expenses  to  the  extent 
such  expenses  are  allowable  and  allocable  under  the  Prime 
Contract  or  any  other  contracts  the  Company  may  have  with 
the  U.S.  Government  or  an  agency  thereof,  and  (iii)  shall 
provide  to  the  Con^jany  home  office  services  customarily 
provided  by  it  to  other  entities  participating  in  the 
allocation  of  its  allowable  home  office  expenses,  provided 
that  (x)  such  Member  shall,  in  cooperation  with  the  Coit^any 
and  the  other  Member,  use  its  reasonable  best  efforts  to 
reach  an  agreement  with  NASA  amd  its  home  office  Government 
contracting  officer  setting  forth  a  special  allocation  of 
its  home  office  e3q)enses  to  the  Con:5)any  commensurate  with 
the  benefits  actually  received  by  the  Company  from  the 
Member's  home  office  in  accordcuice  with  CAS   403;  and  (y)  in 
no  event  will  the  Member's  alloweOsle  home  office  expenses 
allocated  to  the  Conpany  exceed  one  percent  (1%)  of  the 
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Company's  allowable  costs  for  work  performed  by  or  for  the 
Conpany . 

Section  5.10  Bthics  and  Legal  Compliance.   The 
Coitpany  shall  be  committed  to  (i)  the  highest  standards  of 
ethical  conduct,  and  (ii)  full  conpliance  with  all 
appliCcJole  laws  and  regulations,  in  every  aspect  of  its 
affairs  and  operations.   To  that  end,  the  CEO,  upon 
consultation  (to  the  extent  reasonably  feasible)  with  the 
COO,  shall  appoint  an  individual  who  is  a  member  of  the 
Company's  senior  management  team  as  the  ethics  and 
compliance  officer  of  the  Company.   Such  individual  shall 
prepare  a  Code  of  Ethics  and  Compliance  Manual  for  the 
Company  for  distribution  to  all  appropriate  Company 
employees  (eind  where  appropriate,  subcontractors  and 
consultants  to  the  Company)  and  shall  oversee  or  conduct 
periodic  training  programs  to  insure  coitpliance  with  the 
Code  of  Ethics  and  Compliance  Manual.   Such  individual  shall 
also  report  at  least  once  each  year  to  the  Members  as  to  the 
Company's  compliance  with  this  Section  5.10. 

Section  5.11  Insurance .   The  Con^jany  shall 
maintain  insurance  coverage  at  Conpany  expense  of  such 
types,  in  such  amovmts  and  with  such  deductibles  or  other 
self  insursmce  provisions  as  are  deemed  appropriate  to  the 
business  in  which  the  Company  is  engaged,  including  workers' 
compensation  coverage,  fire,  theft,  auto  euid  other  casualty 
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loss  coverage  and  if  agreed  to  by  the  Members  upon  the  CEO's 
recommendation,  key  man  life  insurance  coverage  for  specific 
Conpauiy  employees  eind  officers. 

ARTICLE  VI 
DISTRIBUTIONS  OF  CASH;  MEMBERS'  ACCOUNTS;  ALLOCATIONS 

Section  6.1  Cash  Available  for  Distribution. 
Within  three  (3)  months  after  the  end  of  each  Fiscal  Year, 
and  at  such  other  times  as  agreed  to  by  the  Members,  the 
Members  shall,  in  accordance  with  Section  4.3,  determine  the 
amount  of  Cash  Available  for  Distribution.   Cash  Available 
for  Distribution  shall  thereafter  be  promptly  distributed  to 
the  Members  in  proportion  to  their  respective  Participation 
Percentages .   It  is  the  intent  of  the  Members  that 
sufficient  cash  be  distributed  to  the  Members  at  least  once 
each  Fiscal  Year  to  enable  the  payment  of  taxes  on  Net 
Income  allocated  in  accordance  with  Section  6.3. 
Notwithstanding  this  Section  6.1,  no  distribution  shall  be 
made  to  a  Member  to  the  extent  such  distribution  results  in 
such  Member  having  a  negative  Capital  Account,  except  to  the 
extent  distributions  of  Cash  AvaileUDle  for  Distribution 
pursuant  to  this  Section  6.1  result  in  the  Members  having 
equal  negative  Capital  Accounts. 


48 


201 


Section  6.2  Maintenance  of  Capital  Accounts . 
(a)   General  Rule.   The  Conpany  shall  maintain  for 
each  Member  a  separate  capital  account  in  accordance  with 
Section  704  of  the  Code  and  the  regulations  thereunder 
("Capital  Account") .   Bach  Member's  Capital  Account  shall  be 
increased  by  (i)  the  cash  amount  or  Net  Value  of  all  capital 
contributions  made  by  such  Member  to  the  Cotr^jany,  (ii)  all 
items  of  Net  Income  allocated  to  such  Member  and  (iii)  any 
Coii^jany  liabilities  assumed  by  such  Member  to  the  extent  not 
taken  into  account  in  the  calculation  of  the  Net  Value  of 
distributed  property  cind  decreased  by  (A)  the  cash  amount  or 
Net  Value  of  all  actual  and  deemed  distributions  of  cash  or 
property  made  to  such  Member,  (B)  all  items  of  Net  Loss 
allocated  to  such  Member  and  (C)  the  amount  of  any 
liabilities  of  such  Member  assumed  by  the  Company  to  the 
extent  not  taken  into  account  in  the  calculation  of  the  Net 
Value  of  contributed  property. 

(b)   Computation  of  Items  of  Income.  Gain.  Loss  or 
Deduction.   7or  purposes  of  confuting  the  amount  of  any  item 
of  income,  gain,  loss  or  deduction  to  be  reflected  in  the 
Members'  Capital  Accounts,  the  determination,  recognition 
and  classification  of  any  such  item  shall  be  the  same  as  its 
determination,  recognition  emd  classification  for  United 
States  Federal  income  tax  purposes  (including  any  method  of 
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depreciation,  cost  recovery  or  amortization  used  for  this 
purpose),  provided  that: 

(i)   In  accordance  with  the  reqpiirements  of 
Section  704(c)  of  the  Code  and  Treasury  Regulations 
Section  1.704-l(b) (2) (iv) (d) ,  any  deductions  for 
depreciation,  cost  recovery  or  amortization 
attributable  to  Contributed  Property  shall  be 
determined  as  if  the  adjusted  basis  of  such  property  on 
the  date  it  was  acquired  by  the  Conpany  was  equal  to 
the  fair  market  value  of  such  property.   Upon  an 
adjustment  pursuant  to  Section  6.2(d)  to  the  Carrying 
Value  of  any  Company  property  subject  to  depreciation, 
cost  recovery  or  amortization,  any  further  deductions 
for  such  depreciation,  cost  recovery  or  amortization 
attributable  to  such  property  shall  be  determined  as  if 
the  adjusted  basis  of  such  property  was  equal  to  the 
Carrying  Value  of  such  property  immediately  following 
such  adjustment. 

(ii)  Any  income,  gain  or  loss  attributable  to  the 
teuceible  disposition  of  any  property  shall  be  determined 
by  the  Conpany  as  if  the  adjusted  basis  of  such 
property  as  of  such  date  of  disposition  was  equal  in 
amount  to  the  Conpany's  Carrying  Value  with  respect  to 
such  property  as  of  such  date. 
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(iii)   The  computation  of  all  items  of  income,  gain, 
loss  and  deduction  shall  be  made,  as  to  those  items 
described  in  Section  705 (a) (1) (B)  or 

Section  705(a) (2) (B)  of  the  Code,  without  regard  to  the 
fact  that  such  items  are  not  includible  in  gross  income 
or  are  neither  currently  deductible  nor  capitalizable 
for  United  States  Federal  income  tax  purposes .   For 
this  purpose,  amounts  paid  or  incurred  to  organize  the 
Company  or  to  promote  the  sale  of  interests  in  the 
Coir^jany  that  are  neither  deductible  nor  amortizable 
under  Section  709  of  the  Code,  and  deductions  for  any 
losses  incurred  in  connection  with  the  sale  or  exchange 
of  Company  assets  disallowed  pursuant  to  Section 
267(a)  (1)  or  Section  707(b)  of  the  Code,  shall  be 
treated  as  expenditures  described  in  Section 
705(a) (2) (B)  of  the  Code. 

(c)   Transferees.   A  transferee  of  a  Member's 
Company  Interest  in  accordance  with  the  terms  of  this 
Agreement  will  succeed  to  the  Capital  Account  relating  to 
the  interest  transferred;  provided,  however,  if  the  transfer 
causes  a  termination  of  the  Company  under  Section 
708(b) (1) (B)  of  the  Code,  the  Company's  properties  shall  be 
deemed  to  have  been  distributed  in  liquidation  of  the 
Company  to  the  Members  (including  the  tremsferee  of  a 
Company  Interest)  and  deemed  recontributed  by  such  Members 
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in  reconstitution  of  the  Conpany.   In  such  event,  the 
Carrying  Values  of  the  Con^any  properties  shall  be  adjusted 
immediately  prior  to  such  deemed  distribution  pursuant  to 
Section  6.2(e)  (cind  such  adjusted  Carrying  Values  shall  be 
appropriately  taken  into  account  in  determining  the  Net 
Values  of  such  properties  upon  this  deemed  contribution  to 
the  reconstituted  Company) .   The  Capital  Accounts  of  such 
reconstituted  Conpany  shall  be  maintained  in  accordance  with 
the  principles  of  this  Section  6.2. 

(d)   Adjustments  to  Carrying  Values.   In 
accordance  with  Treasury  Regulations  Section  1.704- 
1(b) (2) (iv) (f) ,  in  connection  with  either  (i)  the 
contribution  of  money  or  other  property  (other  than  a 
de  minimis  amount)  to  the  Company  by  a  new  or  existing 
Member  in  consideration  for  an  interest  in  the  Company  or 
(ii)  a  distribution  of  money  or  other  property  (other  than 
a  de  minimis  amount)  by  the  Con^any  to  a  retiring  or 
continuing  Member  as  consideration  for  an  interest  in  the 
Company,  the  Capital  Accounts  of  all  Members  and  the 
Carrying  Values  of  all  Con:5)any  properties  may  at  the  sole 
discretion  of  the  Members  be  adjusted  (consistent  with  the 
provisions  hereof)  upwards  or  downwards  to  reflect  any 
Unrealized  Gain  or  Unrealized  Loss  attributable  to  each  such 
Company  property,  as  if  such  Unrealized  Gain  or  Unrealized 
Loss  had  been  recognized  upon  an  actual  sale  of  such 
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property  at  such  time  and  had  been  allocated  to  the  Members, 
at  such  time,  pursuant  to  Section  6.3.   For  purposes  of 
determining  such  Unrealized  Gain  or  Unrealized  Loss,  the 
fair  market  value  of  Conpany  assets  shall  be  determined  by 
the  mutual  agreement  of  the  Members  using  such  reasonable 
methods  of  valuation  as  are  deemed  appropriate. 

(e)   Effect  of  Distributions  in  Kind  on  Capital 
Accounts .   In  accordance  with  Treasury  Regulations  Section 
l.704-l(b) (2) (iv) (e) ,  immediately  prior  to  the  actual  or 
deemed  distribution  of  cuiy  Conpany  property  in  kind,  the 
Capital  Accounts  of  all  Members  and  the  Carrying  Value  of 
each  such  Conpany  property  shall  be  adjusted  (consistent 
with  the  provisions  hereof)  upward  or  downward  to  reflect 
any  Unrealized  Gain  or  Unrealized  Loss  attributable  to  such 
Conpany  property  as  if  such  Unrealized  Gain  or  Unrealized 
Loss  had  been  recognized  upon  an  actual  sale  of  each  such 
property  immediately  prior  to  such  distribution  and  had  been 
allocated  to  the  Members,  at  such  time,  pursuant  to  Section 
6.3.   For  purposes  of  determining  such  Unrealized  Gain  or 
Unrealized  Loss,  the  fair  market  values  of  relevant  Conpany 
properties  shall  be  determined  by  the  mutual  agreement  of 
the  Members  using  such  reasonable  methods  of  valuation  as 
are  deemed  appropriate. 
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Section  6.3  Allocations  of  Net  Income  and  Net 
Loss. 

(a)  In  General .   Subject  to  Section  6.3(b),  Net 
Income  and  Net  Loss  shall  be  allocated  to  the  Members  in 
proportion  to  their  Participation  Percentages. 

(b)  Special  Provisions  Governing  Allocations  to 
Members .   To  the  extent  inconsistent  with  the  provisions  of 
Section  6.3(a),  the  following  special  provisions  shall 
govern  allocations  to  the  Members : 

(i)   (A)  If  there  is  a  net  decrease  in 
"partnership  minimum  gain"  (within  the  mecining  of 
Treasury  Regulations  Section  1 . 704-2 (b) (2) )  during  a 
taxable  year,  each  Member  shall  (subject  to  the 
exceptions  set  forth  in  Treasury  Regulations  Section 
1.704-2  (f))  be  allocated  items  of  income  and  gain  for 
such  year  (and,  if  necessary,  for  subsequent  years) 
equal  to  the  portion  of  such  Member's  share  of  the  net 
decrease  in  partnership  minimum  gain.   This  Section 
6.3(b) (i) (A)  is  intended  to  be  a  "minimum  gain 
chargeback"  within  the  meaning  of  Treasury  Regulations 
Section  1.704-2(f),  and  is  to  be  interpreted  to  conply 
with  the  requirements  of  such  regulation. 

(B)  If  there  is  a  net  decrease  in  "partner 
nonrecourse  debt  minimum  gain"  (within  the  meaning  of 
the  Treasury  Regulations  Section  1.704-2  (i)  (2))  during 
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a  taxable  year,  each  Member  shall  (subject  to  the 
exceptions  set  forth  in  Treasury  Regulations  Section 
1.704-2  (i)  (4))  be  allocated  items  of  income  and  gain 
for  such  year  (and,  if  necessary,  for  subsequent  years) 
equal  to  the  portion  of  such  Member's  share  of  the  net 
decrease  in  partner  nonrecourse  debt  minimum  gain. 
This  Section  6.3(b) (i) (B)  is  intended  to  be  a  "minimum 
gain  chargeback"  within  the  meaning  of  Treasury 
Regulations  Section  l.704-2(i),  and  is  to  be 
interpreted  to  comply  with  the  requirements  of  such 
regulations. 

(ii)   If  any  Member  unexpectedly  receives  any 
adjustments,  allocations  or  distributions  described  in 
Treasury  Regulations  Section  1.704-1 (b) (2) (ii) (d) (4), 
l.704-l(b) (2) (ii) (d) (5) ,  or  l.704-l(b) (2) (ii) (d) (6) , 
items  of  income  and  gain  shall  be  specially  allocated 
to  such  Member  in  an  amount  and  manner  sufficient  to 
eliminate  a  deficit  in  its  Capital  Account  (after 
taking  into  account  adjustments,  distributions  and 
allocations  described  in  Treasury  Regulations  Section 
1.704-l(b) (2) (ii) (d) (4) ,  (5)  and  (6))  in  excess  of  its 
obligations  to  restore  such  deficit  (within  the  meaning 
of  Treasury  Regulations  Section  1.704-1 (b) (2) (ii) (d) ) 
created  by  such  adjustments,  allocations  or 
distributions  as  c[uickly  as  possible.  This  Section 
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6.3(b) (ii)  is  intended  to  constitute  a  "qualified 
income  offset"  within  the  meaning  of  Treasury 
Regulations  Section  1.704 -1(b) (2) (ii) (d) (3)  emd  is  to 
be  interpreted  to  con5>ly  with  the  requirements  of  such 
regulation. 

(iii)   In  accordance  with  Treasury  Regulations 
Section  1.704-2, 

(A)  amy  items  of  partnership  loss,  deduction 
or  expenditure  (including  expenditures  described 
in  Section  705(a)(2)(B)  of  the  Code)  that  are 
attributable  to  lieibilities  of  the  Company  for 
which  no  Member  bears  the  economic  risk  of  loss 
shall  be  allocated  in  the  same  manner  as  Net 
Losses  hereunder,  and 

(B)  any  items  of  partnership  loss,  deduction 
or  expenditure  (including  expenditures  described 
in  Section  705(a) (2) (B)  of  the  Code)  that  are 
attributable  to  nonrecourse  debt  of  the  Company 
for  which  one  or  more  Members  bears  the  economic 
risk  of  loss  shall  be  allocated  to  each  Member  in 
proportion  to  the  extent  to  which  such  Member 
bears  such  economic  risk  of  loss. 

(iv)  Any  special  allocations  of  items  of  income  or 
gain  pursueuit  to  Sections  6.3(b)(i),  (ii)  euid  (iii) 
shall  be  taken  into  account  in  confuting  subsequent 
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allocations  of  items  of  income,  gain,  deduction,  or 
loss  so  that  the  net  amounts  of  euiy  items  so  allocated 
shall,  to  the  extent  possible  and  consistent  with  such 
Sections  as  determined  by  mutual  agreement  of  the 
Members,  be  equal  to  the  net  amounts  that  would  have 
been  allocated  to  each  Member  had  the  allocations  made 
pursuant  to  such  Sections  not  been  made.   In  exercising 
their  discretion  under  this  Section  6.3(b) (iv) ,  the 
Members  shall  give  due  regard  to  future  allocations 
under  Sections  6.3(b) (i) (A)  and  (B)  that,  although  not 
yet  made,  are  likely  to  offset  other  allocations 
previously  made  under  Sections  6.3(b)  (iii)  (A)  and  (B) . 
(c)   Allocations  for  Tax  Purposes, 
(i)   For  United  States  Federal  income  tax 
purposes,  except  as  otherwise  provided  in  this  Section 
6.3(c),  each  item  of  income,  gain,  loss,  and  deduction 
of  the  Company  shall  be  allocated  among  the  Members  in 
the  same  proportions  as  items  comprising  Net  Income  or 
Net  Loss,  as  the  case  may  be,  are  allocated  among  the 
Members.   Credits  shall  be  allocated  as  provided  in 
Treasury  Regulations  Section  1.704-1 (b) (4) (ii) .   The 
Members  agree  to  be  bound  by  the  provisions  of  this 
Article  VI  in  reporting  their  share  of  Con^any  income 
and.   loss  for  income  tax  purposes . 
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(ii)   In  the  case  of  Contributed  Property  and 
Adjusted  Property,  items  of  income,  gain,  loss, 
depreciation,  amortization  and  cost  recovery  shall  be 
allocated  among  the  Members  in  a  manner  consistent  with 
the  principles  of  Section  704(c)  of  the  Code  and  the 
regulations  thereunder.   Bach  Member  shall,  as  soon  as 
practicable  after  each  Svibsequent  Closing  Date,  provide 
to  the  Cotipany  information  regarding  such  Member's  tax 
basis  in  any  assets  (other  than  cash)  contributed  to 
the  capital  of  the  Company  on  such  Subsequent  Closing 
Date.   The  Members  agree  that  the  Company  shall  use  the 
remedial  allocation  method  described  in  Treasury 
Regulations  Section  1.704-3 (d)  for  purposes  of 
coirplying  with  Section  704(c)  of  the  Code. 

(iii)   To  the  extent  permissible  under  applicable 
Treasury  Regulations,  the  amount  of  any  gain  from  a 
disposition  allocated  to  (or  recognized  by)  a  Member 
(or  its  successor  in  interest)  for  United  States 
Federal  income  tax  purposes  pursuant  to  the  above 
provisions  shall  be  deemed  to  be  Recapture  Income  to 
the  extent  such  Member  has  been  allocated  any  deduction 
or  credit  directly  or  indirectly  giving  rise  to  the 
treatment  of  such  gain  as  Recapture  Income. 

(iv)  All  items  of  income,  gain,  loss,  deduction 
cuid  credit  recognized  by  the  Conpany  for  United  States 
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Federal  income  tajc  purposes  and  allocated  to  the 
Members  in  accordance  with  the  provisions  hereof  shall 
be  determined  without  regard  to  any  adjustment  made 
pursuant  to  Section  743  of  the  Code;  provided,  however, 
that  such  allocations,  once  made,  shall  be  adjusted  as 
necessary  or  appropriate  to  take  into  account  those 
adjustments  permitted  by  Section  743  of  the  Code,  and 
any  adjustments  made  pursuant  to  Section  734  of  the 
Code  shall  be  allocated  to  the  extent  permitted  under 
euid  in  accordance  with  the  rules  of  Treasury 
Regulations  Section  1.704-1 (b) (2) (iv) (m) . 

(d)   Other  Rules  Pertaining  to  Allocations .   The 
Teix  Matters  Partner  may  (with  the  approval  of  both  Members 
as  to  the  following  clauses  (i) ,  (iii) ,  (iv)  and  (v) )  adopt 
and  employ  such  methods  cuid  procedures  for  (i)  the 
determination  amd  allocation  of  adjustments  under  Sections 
704(c),  734  and  743  of  the  Code,  (ii)  the  provision  of  tax 
information  and  reports  to  Members,  (iii)  the  adoption  of 
reasonable  conventions  and  methods  for  the  valuation  of 
assets  and  the  determination  of  tax  basis  and  the 
maintenance  of  the  Conpsmy's  Capital  Accounts,  (iv)  the 
allocation  of  asset  values  and  tax  basis,  and  (v) 
conventions  for  the  determination  of  cost  recovery, 
depreciation  and  amortization  deductions  and  the  maintenance 
of  inventories,  as  it  determines  are  necessary  and 


59 


212 


appropriate  to  execute  the  provisions  of  this  Agreement,  and 
to  comply  with  United  States  Federal  and  state  tax  laws.  To 
the  fullest  extent  permitted  by  law,  the  Tax  Matters  Partner 
shall  be  indemnified  euid  held  harmless  by  the  Con^any  for 
any  expenses,  penalties  or  other  liabilities  arising  as  a 
result  of  decisions  made  in  good  faith  on  any  of  the  matters 
referred  to  in  the  preceding  sentence. 

ARTICLE  VII 
C(»1PANY  OPERATIONS 

Section  7.1  Company  Expenses .   Except  as 
otherwise  provided  herein,  the  Company  shall  be  responsible 
for  the  payment  of  all  its  own  expenses. 

Section  7.2  Bank  Accounts.   The  Company  shall 
open,  maintain  and  manage  its  receipts  eind  disbursements 
through  a  bank  account  or  accounts  esteiblished  at  such  banks 
organized  under  the  laws  of  the  United  States  or  any  state 
thereof  as  the  CEO  shall  designate  from  time  to  time, 
provided  that  all  accounts  are  located  in  the  United  States 
and  are  in  the  name  of  the  Conpany.   The  CEO  shall  also 
designate  the  persons  authorized  to  deposit  and  withdraw 
funds  from  such  accounts  and  determine  their  signature 
limits,  provided  that  the  signatures  of  at  least  two  persons 
shall  be  required  to  authorize  the  withdrawal  of  $100,000  or 
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more  of  Company  funds  in  any  single  transaction  or  by  any 
single  negotiable  instrument. 

Section  7.3  Non -Disclosure . 

(a)   Generally.   Except  as  otherwise  required  by 
law  or  judicial  process,  each  Member  euid  its  Affiliates 
shall  keep  confidential  any  eUid  all  unpublished  or 
confidential  information  learned  or  received  from  or  through 
the  other  Member,  its  Affiliates  or  the  Company  including, 
without  limitation,  any  technology,  know-how,  process 
information,  confidential  business  information  relating  to 
the  other  Member,  its  Affiliates  or  the  Company  and  budgets, 
financial  statements,  operating  plans  and  books  of  account 
of  the  Company.   Any  and  all  documents  and  written  materials 
received  by  a  Member,  its  Affiliates  or  the  Company  from  the 
other  Member,  its  Affiliates  or  the  Company,  including 
without  limitation  the  Schedules  hereto,  shall  be  presumed 
confidential . 

(b)   Exceptions .   The  foregoing  confidentiality 
obligation  shall  not  apply  to  information  which:   (i) 
appears  in  issued  patents,  published  patent  applications  or 
other  publications  which  are  generally  available,  (ii) 
otherwise  is  or  becomes  generally  known  to  the  public  other 
than  through  the  receiving  party  or  its  officers,  en^loyees, 
agents  or  Affiliates,  (iii)  is  lawfully  obtained  from  a 
third  party  under  no  duty  of  confidentiality  to  the  other 
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party  or  (iv)  was  otherwise  in  the  possession  of  a  Member 
prior  to  disclosure  by  the  other  Member  or  the  Company 
making  such  confidential  information  available;  provided, 
that  information  shall  not  be  deemed  to  be  within  the 
foregoing  exceptions  merely  because  such  information  is 
embraced  by  more  general  information  in  the  public  domain  or 
in  a  Member's  prior  possession,  and  provided  further,  that 
any  combination  of  features  shall  not  be  within  the 
foregoing  exceptions  merely  because  individual  features  are 
in  the  public  domain  or  in  a  Member's  prior  possession,  but 
only  if  the  combination  itself  is  in  the  public  domain  or  in 
a  Member's  prior  possession. 

(c)  Access.   Bach  Member  shall  use  its  best 
efforts  to  ensure  that  only  persons  who  (i)  are  officers, 
employees  or  agents  (including  accountants  and  lawyers)  of 
the  Company  or  of  either  Member  or  any  Affiliate  thereof, 
(ii)  require  such  confidential  information  in  connection 

with  the  activities  of  the  Company  or  such  Member  or 
Affiliate  as  conteTi5)lated  hereunder,  and  (iii)  are  bound  by 
the  terms  of  an  en5)loyment  or  non -disclosure  agreement  which 
imposes  similar  undertakings  eind  obligations  as  to 
confidentiality  shall  be  permitted  access  to  such 
confidential  information. 

(d)  Security  Requirements .   Bach  Member  shall  use 
its  reasonable  best  efforts  to  comply  with  the  requirements 
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of  the  then  current  Defense  Industrial  Security  Manual  as 
such  may  apply  to  the  business  and  operations  of  the 
Con^jany,  including  with  respect  to  the  operation  of  any 
facilities  of  the  Conpany. 

(e)   Injunctive  Relief.   Each  Member  acknowledges 
that  the  disclosure  of  any  confidential  information  by  it, 
its  Affiliates  or  its  or  their  en^jloyees  or  agents  will  give 
rise  to  immediate  irreparcJsle  injury  to  the  other  Member  and 
its  Affiliates  including  in  the  form  of  a  loss  of 
competitive  advantage,  which  is  inadequately  compensable  in 
damages,  in  addition  to  any  injury  which  may  be  compensable 
in  damages .   RSAC  and  its  Affiliates  on  the  one  hand  and 
LMSAC  and  its  Affiliates  on  the  other  may  obtain  immediate 
and  permanent  injunctive  relief  against  the  breach  or 
threatened  breach  of  the  foregoing  undertakings,  in  addition 
to  any  other  legal  remedies  which  may  be  available.   Each 
Member  further  acknowledges  and  agrees  that  the  covenants 
contained  herein  are  reasonsUsly  necessary  for  the  protection 
of  the  legitimate  business  interests  of  the  other  Member  and 
are  reasonable  in  scope  and  content . 

(f)   Exchange  of  Information.   Neither  Member 
shall  produce  to  or  exchange  with  the  other  Member  any 
conpetitively  sensitive  information  until  the  General 
Counsel  of  each  of  Rockwell  cuid  LMC  or  their  respective 
designees  have  reached  the  independent  determination  made  in 
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good  faith,  that  the  production  or  excheinge  of  such 
information  will  not  violate  the  Antitrust  Laws  (as  defined 
in  the  Master  Agreement) .   For  these  purposes,  the  term 
"competitively  sensitive  information"  shall  mean:  (i) 
information  concerning  allowable  and  unallowable  costs, 
including  rates  for  services  and  price  quotes  or  bids 
provided  to  any  government  agency  or  other  customer,  (ii) 
trade  secrets  or  confidential  practices,  methods  or 
processes  or  (iii)  any  business  plans,  strategic  plans  or 
competitive  strategies. 

(g)   Survival.   This  Section  7.3  shall  survive  any 
termination  of  this  Agreement  for  a  period  of  five  (5) 
years . 

ARTICLE  VIII 
TRANSFERS  OF  COMPANY  INTERESTS 

Section  8.1  Transfer  of  Interest .   A  Member  may 
not  sell,  transfer,  assign  or  otherwise  dispose  of  all  or 
any  portion  of  its  Company  Interest,  except  in  accordance 
with  the  provisions  of  this  Article  VIII.   A  Member  may 
sell,  transfer,  assign  or  otherwise  dispose  of  its  entire 
Company  Interest  (a  "Transfer")  only  if  (a)  such  Member  (the 
"Withdrawing  Member")  obtains  the  prior  written  consent 
(which  consent  shall  be  deemed  an  agreement  to  continue  the 
Company  as  provided  for  in  the  proviso  to  Section  10.1(c)) 
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of  the  other  Member  (the  "Continuing  Member") ,  which  consent 
may  be  given  or  withheld  in  the  sole  and  absolute  discretion 
of  the  Continuing  Member,  (b)  the  Withdrawing  Member  shall 
not  be  in  default  under  emy  provision  of  this  Agreement,  or 
the  default  (if  any)  is  waived  in  writing  by  the  Continuing 
Member,  (c)   Rockwell  (if  RSAC  is  the  Withdrawing  Member)  or 
LMC  (if  LMSAC  is  the  Withdrawing  Member)  shall  not  be  in 
default  under  any  provision  of  the  Master  Agreement  or  the 
Guaranty  executed  and  delivered  by  it  thereunder,  or  the 
default  (if  any)  is  waived  in  writing  by  the  Continuing 
Member,  (d)  such  Transfer  relates  to  a  single  successor  in 
ownership  of  and  beneficial  interest  in  such  Company 
Interest,  (e)  such  successor  is  not  subject  to  foreign 
ownership,  interest  or  control  within  the  meaning  of 
regulations  promulgated  by  the  Committee  on  Foreign 
Investment  in  the  United  States,  pursuant  to  Section  721  of 
the  Defense  Production  Act,  50  App.  U.S.C.A.  §  2170,  and  (f) 
such  successor  assumes  and  agrees,  by  an  instrument  in  form 
eind  substance  satisfactory  to  the  Continuing  Member,  to 
carry  out  all  obligations  of  the  Withdrawing  Member  under 
this  Agreement  and  to  be  bound  unequivocally  by  all  the 
terms  and  provisions  of  this  Agreement,   l^on  any 
acquisition  of  a  Withdrawing  Member's  Con^any  Interest  by  a 
transferee  in  accordance  with  this  Article  VIII,  such 
transferee  shall  be  admitted  as  a  Member  of  the  Conpany  for 
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purposes  of  this  Agreement,  with  the  same  rights, 
privileges,  duties  and  obligations  of  the  Withdrawing  Member 
and   immediately  following  such  admission,  the  Withdrawing 
Member  shall  cease  to  be  a  Member  of  the  Company.   A 
Transfer  by  a  Withdrawing  Member  of  its  entire  Company 
Interest  to  a  wholly-owned  Affiliate  (which  Transfer  cannot 
be  made  without  the  consent  of  the  Continuing  Party  as 
provided  above)  cannot  be  made  unless  Rockwell  (if  RSAC  is 
the  Withdrawing  Member)  or  LMC  (if  LMSAC  is  the  Withdrawing 
Member)  executes  and  delivers  to  the  Continuing  Party  and  to 
LMC  or  Rockwell,  as  the  case  may  be,  a  Guaranty  of  the 
performance  by  such  wholly-owned  Affiliate  of  certain  of  its 
obligations  under  this  Agreement  in  substantially  the  form 
of  Exhibit  B  or  C,  respectively,  to  the  Master  Agreement. 

Section  8.2  Obligations  of  a  Withdrawing  Member. 

(a)  Generally.   No  disposition  by  a  Withdrawing 
Member  of  its  Company  Interest  shall  relieve  such 
Withdrawing  Member  of  any  of  its  liabilities  and 
obligations,  including  those  to  the  Company  or  to  the 
Continuing  Member,  which  arose  or  accrued  from  events,  acts 
or  omissions  occurring  prior  to  the  effective  date  of  such 
disposition. 

(b)  Survival .   The  rights  and  obligations  of  the 
Members  under  this  Section  8.2  shall  survive  any  termination 
of  this  Agreement. 
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Section  8 . 3  Non-Disclosure  by  a  Withdrawing 
Member.   In  the  case  of  a  sale  or  other  transfer  of  a 
Withdrawing  Member '  s  Coitpany  Interest  pursuant  to  this 
Article  VIII  or  Section  10.2,  the  Withdrawing  Member  shall 
continue  to  be  sxobject  to  the  provisions  of  Section  7.3. 
The  rights  and  obligations  of  the  Members  under  this  Section 
8.3  shall  survive  any  termination  of  this  Agreement. 

Section  8.4  Effect  of  Unauthorized  Transfer.   No 
transfer  or  other  disposition  of  any  Company  Interest  in 
violation  of  any  provision  of  this  Agreement  shall  be 
effective  to  pass  any  title  to,  or  create  any  interest  in 
favor  of,  any  Person,  but  the  Member  which  atten^ted  to  so 
effect  such  transfer  or  other  disposition  shall  be  deemed  to 
have  committed  a  material  breach  of  its  obligations  to  the 
other  Member  hereunder. 

Section  8.5  Encumbrances .   No  Member  shall  at  any 
time  mortgage,  pledge,  charge  or  encumber,  or  create  or 
suffer  to  exist  a  mortgage,  pledge,  lien,  charge, 
encumbrance  or  security  interest  ("Lien"),  with  respect  to 
all  or  any  part  of  its  Conpcuiy  Interest.   If  a  Lien  shall 
attach  to  a  Member's  Company  Interest,  such  Member  agrees  to 
cause  such  Lien  to  be  discharged  pronptly  at  its  own 
expense . 

Section  8.6  Equity  Securities  of  Members .   A 
Member  shall  not  issue,  or  obligate  itself  to  issue,  any  of 
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its  equity  securities  other  than  to  an  Affiliate  of  such 
Member . 

ARTICLE  IX 
DEFAULT 

Section  9.1  Default.   A  Member  which  fails  to 
perform  any  one  or  more  of  its  obligations  hereunder  shall 
be  deemed  to  be  in  default  under  this  Agreement . 

Section  9.2  Unpaid  Cash  Assessments  and  Interest 
Thereon .   Any  unpaid  cash  assessment  recpaired  to  be  paid 
pursuant  to  Article  III  shall  constitute  a  debt  due  and 
payable  to  the  Company  by  the  Member  obligated  to  pay  the 
same,  and  shall  be  enforceable  by  the  Company  and  the  non- 
defaulting  Member  on  behalf  and  in  the  name  of  the  Coitpany. 
A  defaulting  Member  shall  pay  interest  to  the  Company  on 
each  such  vinpaid  cash  assessment  (and  on  any  unpaid  interest 
on  the  basis  of  daily  compounding)  at  the  prime  commercial 
rate  of  interest  charged  from  time  to  time  by  major  U.S. 
banks  as  published  in  The  Wall  Street  Journal  (the  "Prime 
Rate")  plus  3%,  confuted  on  the  basis  of  a  360 -day  year  and 
the  actual  number  of  days  elapsed  from  the  date  when  payment 
of  such  cash  assessment  was  due  to  the  date  of  actual 
payment  of  such  cash  assessment  in  full .   The  provisions  of 
this  Section  9.2  shall  be  in  addition  to  and  shall  not  limit 
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any  rights  provided  to  a  Contributing  Member  pursuant  to 
Section  3.5  or  otherwise  in  this  Agreement. 

Section  9.3   No  Offset.   Any  amount  due  to  the 
Company,  to  a  Member  or  to  any  Affiliate  of  a  Member  under 
this  Agreement  shall  be  payable  without  any  right  of  offset 
or  charge  against  such  amount  for  any  other  claim  of,  or 
amount  owing  to,  the  Person  by  whom  such  amount  is  payable, 
provided  that  this  provision  shall  not  apply  in  respect  of 
any  default  by  a  Member  in  making  any  required  cash 
contribution  to  the  capital  of  the  Company. 

ARTICLE  X 
DISSOLUTION.  LIQUIDATION  AND  TERMINATION 

Section  10.1  Events  of  Dissolution.   The  Company 
shall  be  dissolved  upon  the  occurrence  of  any  of  the 
following  events : 

(a)  the  written  agreement  of  the  Members  to 
dissolve  the  Company; 

(b)  the  written  election  of  a  Member  that  is  not 
in  material  default  or  material  breach  under  any  of  the 
provisions  of  this  Agreement,  if  there  is  a  material 
default  by  the  other  Member  in  its  obligations 
hereunder,  or  there  is  a  material  breach  by  the  other 
Member  of  its  representations  and  warranties  hereunder, 
and  such  default  or  breach,  as  the  case  may  be,  shall 
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not  have  been  cured  by  the  defaulting  or  breaching 
Member  within  twenty  (20)  business  days  after  notice  of 
such  default  oi  breach  has  been  given  by  the  non- 
defaulting,  non-breaching  Member  to  the  defaulting 
Member  and  to  Rockwell  (if  RSAC  is  the  defaulting  or 
breaching  Member)  or  to  LMC  (if  LMSAC  is  the  defaulting 
or  breaching  Member) ; 

(c)   upon  (i)  the  admission  in  writing  by  a  Member 
of  its  inability  to  pay  its  debts  as  they  become  due; 
(ii)  the  institution  by  a  Member  of  proceedings  for 
relief  as  a  debtor  under  United  States  law,  as  now 
constituted  or  hereafter  in  effect,  including,  without 
limitation.  Title  11  of  the  United  States  Beinkruptcy 
Code,  or  under  any  state  or  other  law  for  the  relief  of 
debtors;  (iii)  the  institution  against  a  Member  or  its 
direct  or  indirect  parent  of  any  proceeding  seeking  to 
adjudicate  it  bankrupt  or  insolvent,  or  seeking 
liquidation  or  reorganization  under  any  bankruptcy, 
insolvency  or  similar  laws  for  the  relief  of  debtors, 
or  seeking  the  appointment  of  a  receiver  or  equivalent 
official  for  any  substantial  part  of  its  assets,  emd 
such  proceeding  shall  not  have  been  dismissed  or 
withdrawn  within  sixty  (60)  days  from  the  date  of  the 
institution  thereof;  (iv)  the  making  by  a  Member  or  its 
direct  or  indirect  parent  of  an  assignment  for  the 
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benefit  of  creditors;  (v)  the  appointment  of  a  receiver 
or  trustee  for  the  business  or  properties  of  a  Member 
or  its  direct  or  indirect  parent;  or  (vi)  the 
occurrence  of  any  other  event  described  in  Section  18- 
801(4)  of  the  Act  with  respect  to  a  Member;  provided, 
that  the  occurrence  of  an  event  described  in  this 
Section  10.1(c)  shall  not  result  in  the  dissolution  of 
the  Company  if  within  ninety  (90)  days  after  the 
occurrence  of  such  event  the  Member  not  subject  to  such 
event  agrees  to  continue  the  Company; 

(d)  the  written  election  of  RSAC  if  Rockwell  is 
terminating  the  Master  Agreement  pursuant  to  Section 
7 . 2  thereof ; 

(e)  the  written  election  of  LMSAC  if  LMC  is 
terminating  the  Master  Agreement  pursuant  to  Section 
7.2  thereof;  or 

(f)  the  Delaware  Court  of  Chancery  has  entered  a 
final  decree  pursuant  to  Section  18-802  of  the  Act. 

Section  10.2   Purchase  of  Company  Interest . 

(a)   Perfection  of  Right .   If  an  event  of 
dissolution  has  occurred  pursuant  to  Section  10.1(b), 
10.1(c),  10.1(d)  or  10.1(e),  the  Member  that  is  not  in 
material  default  of  its  obligations  under  this  Agreement  and 
did  not  commit  a  material  breach  of  its  representations  and 
warranties  hereunder  with  respect  to  situations  described  in 
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Section  10.1(b),  the  Member  that  is  not  the  subject  of  an 
event  described  in  Section  10.1(c)  (whether  or  not  an 
election  is  made  pursuant  to  the  proviso  to 

Section  10.1(c)),  RSAC  (in  the  case  of  an  event  described  in 
Section  10.1(d)),  or  LMSAC  (in  the  case  of  an  event 
described  in  Section  10.1(e)),  respectively,  may  elect  to 
purchase  the  Company  Interest  of  the  other  Member,  and  the 
other  Member  shall  have  a  corresponding  obligation  to  sell 
such  Cottpany  Interest  in  the  event  of  such  an  election.   In 
the  event  that  a  Member  shall  elect  to  purchase  the  Conpany 
Interest  of  the  other  Member  pursuant  to  this  Section  10.2, 
the  selling  Member  shall  be  deemed  a  Withdrawing  Member  and 
the  purchasing  Member  shall  be  deemed  to  be  a  Continuing 
Member  and  in  each  case  shall  be  subject  to  the  obligations 
and  entitled  to  the  rights  specified  in  Sections  8.2  and 
8.3.   The  purchase  price  for  the  Withdrawing  Member's 
Company  Interest  shall  be  100%  of  the  fair  market  value  of 
such  Company  Interest,  determined  as  provided  in  Section 
10.6,  less  all  damages  caused  to  the  Continuing  Member  and 
its  Affiliates  by  virtue  of  any  default  or  breach  by  the 
Withdrawing  Member.  An  election  under  this  Section  10.2  to 
purchase  such  Conpeuiy  Interest  shall  be  exerciscible  by  the 
Continuing  Member  by  notice  to  the  Con;}any  and  to  the 
Withdrawing  Member  given  within  sixty  (60)  days  after  the 
Continuing  Member  first  receives  notice  of  the  occurrence  of 
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any  event  of  dissolution  specified  in  Section  10.1(b), 
10.1(d)  or  10.1(e),  or  within  180  days  after  the  Continuing 
Member  first  receives  notice  of  the  occurrence  of  an  event 
described  in  Section  10.1(c),  whichever  is  appliceible,  and 
such  purchase  shall  be  consummated  as  soon  as  practicable 
following  the  conclusion  of  the  valuation  procedure 
established  by  Section  10.6.   A  Continuing  Member  may  assign 
its  right  to  purchase  the  Company  Interest  of  a  Withdrawing 
Member  pursuant  to  this  Section  10.2  to  one  or  more  Persons, 
(b)   Survival .   The  rights  and  obligations  of  each 
of  the  Members  under  this  Section  10.2  shall  survive 
termination  of  this  Agreement  and  dissolution  of  the 
Company . 

Section  10.3   Liquidation  and  Distribution 
Following  Dissolution.   If  an  event  of  dissolution  has 
occurred  pursuant  to  Section  10.1,  and  no  Member  is  entitled 
to  exercise  the  rights  set  forth  in  Section  10.2  (or,  if  so 
entitled,  does  not  exercise  such  rights) ,  the  Conpany  shall 
be  wound  up  and  liquidated  in  accordance  with  applicable  law 
and  the  following  provisions  (unless  the  Company  is 
continued  on  a  basis  mutually  acceptable  to  the  Members) : 

(a)   Each  Member  shall  pay  to  the  Company  all 
amounts  owed  by  it  to  the  Company; 
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(b)   The  assets  of  the  Conpany,  including  any 
monies  received  pursuant  to  Section  10.3(a),  shall  be 
applied  in  the  following  order: 

First,  to  the  payment  of  creditors  of  the 
Company,  including  Members  who  are  creditors,  to  the 
extent  otherwise  permitted  by  law; 

Second,  to  the  establishment  of  any  reserves 
that  the  Members  (subject  to  Section  10.4),  in 
accordance  with  sound  business  judgment,  deem 
reasonably  necessary  to  provide  for  the  payment  when 
due  of  any  contingent  lieibilities  or  obligations  of  the 
Company  (which  reserves  may  be  paid  over  by  the  Members 
to  a  trustee  or  escrow  agent  selected  by  them  to  be 
held  by  such  trustee  or  escrow  agent  for  purposes  of 
(i)  distributing  such  reserves  in  payment  of  the 
aforementioned  contingencies,  and  (ii)  distributing  the 
balance  of  such  reserves  in  the  manner  provided  herein 
upon  the  expiration  of  such  period  as  the  Members  may 
deem  advisable) . 

Third,  to  the  Members  in  accordance  with 
their  positive  Capital  Account  beilances . 
Consistent  with  the  regulations  pursueuit  to  Section  704  of 
the  Code,  in  the  event  of  a  liquidation,  as  defined  in 
Treasury  Regulations  Section  1.704-1 (b)  (2)  (ii)  (g) ,  the  value 
of  all  property  of  the  Con^jany  to  be  distributed  shall  be. 
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or  shall  have  been,  appropriately  reflected  in  the  Capital 
Accounts . 

(c)  In  the  event  of  any  liquidation  pursuant  to 
this  Section  10.3,  the  assets  of  the  Conpany  shall  be 
converted  into  cash  as  pron^Jtly  as  possible  without  undue 
sacrifice,  and  any  receivables  shall  be  collected  or  sold, 
all  in  an  orderly  and  businesslike  manner.   Notwithstanding 
the  foregoing,  the  Members  may  agree  not  to  sell  all  or  any 
portion  of  the  Cotipany  Assets,  in  which  event  such  Company 
Assets  shall  be  distributed  in  kind  pursuant  to  Section 
10.3(b)  . 

(d)  Notwithstanding  anything  to  the  contrary  in 
this  Agreement,  upon  a  liquidation  (within  the  meaning  of 
Treasury  Regulations  §  1.704-l(b) (2) (ii) (g) ) ,  if  any  Member 
has  a  deficit  Capital  Account  (after  giving  effect  to  all 
contributions,  distributions,  allocations  euid  other  Capital 
Account  adjustments  for  all  Fiscal  Years,  including  the  year 
in  which  such  licjuidation  occurs)  ,  such  Member  shall  have  no 
obligation  solely  as  a  result  of  such  deficit  to  make  any 
capital  contribution,  and  the  negative  balance  of  such 
Capital  Account  shall  not  be  considered  a  debt  owed  by  the 
Member  to  the  Conpany  or  to  any  other  Person  for  any  purpose 
whatsoever. 

(e)  Any  distributions  to  the  Members  in  respect 
of  their  Capital  Accounts  pursuant  to  this  Section  10.3 
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shall  be  made  in  accordance  with  the  time  requirements  set 
forth  in  Treasury  Regulations  §  1.704-l(b)  (2)  (ii)  (b)  (2)  . 

Section  10.4  One  Liquidator.   If  the  Company  is 
dissolved  by  reason  of  the  occurrence  of  an  event  described 
in  Section  10.1(b),  10.1(c),  10.1(d)  or  10.1(e),  the  Member 
that  is  not  in  material  default  of  its  obligations  under 
this  Agreement  and  did  not  commit  a  material  breach  of  its 
representations  and  warranties  hereunder  with  respect  to 
situations  described  in  Section  10.1(b),  the  Member  that  is 
not  the  subject  of  an  event  described  in  Section  10. 1(c), 
RSAC  (in  the  case  of  an  event  described  in  Section  10.1(d)), 
or  LMSAC  (in  the  case  of  an  event  described  in  Section 
10.1(e)),  respectively,  shall  have  the  sole  authority  to 
wind  up  the  Company's  affairs,  establish,  and  set  the  period 
for,  reserves  pursuant  to  Section  10.3,  and  supervise  its 
licjuidation,  subject  to  the  provisions  of  Section  10.5  and 
the  guidance  of  the  Cotrpany's  Auditors. 

Section  10.5   Final  Accounting.   Upon  the 
liquidation  of  the  Coitpany,  the  Auditors  shall  prepare  a 
final  accounting  statement  as  soon  as  reasonably  practicable 
after  all  of  the  business  of  the  Company  has  been  concluded, 
all  monies  payable  to  the  Conpany  have  been  received  and  all 
expenses  and  obligations  of  the  Company  have  been  paid, 
satisfied  or  otherwise  provided  for. 
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Section  10.6  Appraisal  and  Valuation.   In  the 
event  that  a  Member  is  entitled  to  purchase  the  Company 
Interest  of  another  Member  pursuant  to  Section  10.2  and  the 
Members  cannot  agree  on  the  fair  market  value  of  the  Company 
Interest,  such  Company  Interest  shall  be  valued  as  follows: 
(a)   Within  sixty  (60)  days  after  a  Member  gives 
notice  of  its  election  to  purchase  the  Company  Interest 
of  the  other  Member  in  accordance  with  Section  10.2, 
each  Member  shall  select  an  appraiser  and  within  15 
days  after  the  date  the  latter  of  such  two  appraisers 
has  been  selected  and  has  agreed  to  serve,  the  two 
appraisers  shall  select  a  third  appraiser,  provided 
that  (i)  if  either  Member  does  not  select  an  appraiser 
who  agrees  to  serve  as  such  within  the  aforementioned 
6  0 -day  period,  then  the  determination  of  value  by  the 
appraiser  who  is  selected  and  agrees  to  serve  within 
such  period  shall  be  final,  and  (ii)  if  no  third 
appraiser  who  is  agreeable  to  serving  as  such  is 
selected  by  the  first  two  appraisers  within  the 
aforementioned  15-day  period,  then  the  third  appraiser 
shall  be  selected  in  accordeuice  with  the  rules  of  the 
American  Arbitration  Association.  All  costs  and 
expenses  of  any  such  appraisers  shall  be  shared  equally 
by  the  Members . 
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(b)  The  Con^amy  shall  be  appraised  as  a  going 
concern  iinless  the  Prime  Contract  has  been  terminated 
and  the  Conpany  is  not  engaged  in  any   material 
operations,  and  the  value  of  the  Company  Interest  shall 
be  equal  to  the  total  value  of  the  Coii5>cuiy  as  so 
determined  multiplied  by  the  Participation  Percentage 
represented  by  the  Compemy  Interest . 

(c)  Once  each  of  such  appraisers  (if  there  are 
more  than  one)  has  submitted  to  the  Members  its 
appraisal  of  the  value  of  the  Company  Interest,  the 
value  of  such  Company  Interest  shall  be  determined  as 
follows : 

First,  only  the  two  appraisals  which  are 
closest  to  each  other  shall  be  considered,  and  the 
third  appraisal  shall  be  disregarded;  and 

Second,  the  value  of  the  Conpcuiy  Interest 
shall  be  confuted  by  averaging  the  two  remaining 
appraisals ; 

provided .  however,  that  if  the  difference  between  the 
lowest  ouid  the  middle  appraisal  and  the  difference 
between  the  middle  euid  the  highest  appraisal  are  equal, 
the  value  shall  be  the  average  of  the  three  appraisals. 

(d)  If  within  sixty  (60)  days  after  the  date  when 
all  three  appraisers  have  agreed  to  serve  as  such  one 
or  more  appraisals  has  not  been  sxjbmitted  to  the 
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Members,  then  (i)  if  two  appraisals  have  been  so 
submitted  within  such  60 -day  period,  the  value  of  the 
Company  Interest  shall  be  determined  by  averaging  such 
two  appraisals,  and  (ii)  if  only  one  appraisal  has  been 
so  submitted  within  such  60 -day  period,  the  value  of 
the  Company  Interest  shall  be  determined  solely  by 
reference  to  such  appraisal . 

ARTICLE  XI 
REPRESENTATIONS  AND  WARRANTIES 

Section  11.1   By  RSAC.   RSAC  hereby  represents  and 
warrants  to  LMSAC  as  follows: 

(a)   Organization.   RSAC  is  a  corporation  duly 
organized,  validly  existing  and  in  good  standing  under  the 
laws  of  the  State  of  Delaware  and  has  full  corporate  power 
and  authority  to  own  and  operate  its  assets  and  properties 
and  to  carry  on  its  business  as  presently  being  conducted 
and  as  presently  proposed  to  be  conducted  (including  in  the 
manner  conten^jlated  by  this  Agreement)  and  is  duly  qualified 
to  do  business  and  is  in  good  standing  in  all  jurisdictions 
in  which  the  ownership  or  occupancy  of  its  properties  or  its 
activities  presently  make  such  qualification  necessary, 
except  where  the  failure  to  so  qualify  would  not  have  a 
material  adverse  effect  upon  its  business,  properties  or 
assets.   RSOC,  a  direct  wholly-owned  subsidiary  of  Rockwell, 
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is  the  record  and  beneficial  owner  of  all  outstanding 
capital  stock  of  RSAC. 

(b)   Authority.   RSAC  has  all  requisite  corporate 
power  and  authority  to  execute  and  deliver  this  Agreement, 
to  perform  its  obligations  hereunder  and  to  consummate  the 
transactions  contemplated  hereby.   The  execution,  delivery 
and  performance  of  this  Agreement  by  RSAC  and  the 
consummation  by  RSAC  of  the  trsuisactions  contemplated  hereby 
have  been  duly  and  validly  authorized  and  approved  by  all 
recjuisite  corporate  proceedings  of  RSAC.   This  Agreement  has 
been  duly  and  validly  executed  and  delivered  by  RSAC  cind 
constitutes  a  legal,  valid  and  binding  obligation  of  RSAC, 
enforceable  against  RSAC  in  accordance  with  its  terms, 
subject  to  applicable  bankruptcy,  insolvency, 
reorganization,  moratorium  and  similar  laws  affecting 
creditors '  rights  generally  euid  to  general  principles  of 
equity. 

(c)   Consents  and  Approvals .   Except  as  set  forth 
in  Schedule  11.1(c)  attached  hereto  and  made  a  part  hereof, 
all  authorizations,  approvals  euid  consents,  if  any,  required 
to  be  obtained  from,  cUid  all  registrations,  declarations  and 
filings,  if  any,  required  to  be  made  with,  all  governmental 
authorities  and  regulatory  bodies  to  permit  RSAC  to  execute 
and  deliver  this  Agreement  and  to  perform  its  obligations 
hereunder  have  been  obtained  or  made,  as  the  case  may  be. 
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and  all  such  authorizations,  approvals,  consents, 
registrations,  declarations  and  filings  are  in  full  force 
euid  effect,  in  each  case  to  the  extent  necessary  prior  to 
the  date  hereof.   All  terms  euid  conditions  contained  in,  or 
existing  in  respect  of,  such  authorizations,  approvals, 
consents,  registrations,  declarations  emd  filings  have  been, 
to  the  extent  necessary  prior  to  the  date  of  execution  and 
delivery  hereof,  duly  satisfied  and  performed. 

(d)   No  Violations  or  Conflicts.   The  execution, 
delivery  and  performance  of  this  Agreement  by  RSAC  do  not 
and  will  not  (i)  violate  or  conflict  with  any  provision  of, 
or  result  in  the  breach  of,  any  applicable  statute,  law, 
rule  or  regulation  of  any  governmental  authority  or 
regulatory  body,  the  Certificate  of  Incorporation  or  By-laws 
of  RSAC,  or  any  contract,  agreement,  indenture  or  other 
instrument  or  obligation  to  which  RSAC  is  a  party  or  by 
which  RSAC  or  any  of  its  assets  is  bound,  or  of  any  order, 
judgment,  writ,  injunction,  award,  ruling  or  decree 
applicable  to  RSAC  or  einy  of  its  assets,  or  terminate  or 
result  in  the  termination  of  any  such  contract,  agreement, 
indenture,  instrument  or  obligation  or  (ii)  constitute  an 
event  which,  after  notice  or  lapse  of  time  or  both,  would 
result  in  any  such  violation,  conflict,  breach  or 
termination  or  result  in  a  violation  or  revocation  of  any 
permit  from  any  governmental  authority,  regulatory  body  or 
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other  third  party,  except  to  the  extent  that  the  occurrence 
of  any  of  the  foregoing  would  not  individually  or  in  the 
aggregate  have  a  material  adverse  effect  on  the  ability  of 
RSAC  to  consummate  the  treuisactions  conteit^lated  hereby, 
(e)   Litigation.   There  is  no  action,  suit  or 
proceeding  pending,  or  to  the  knowledge  of  RSAC  threatened, 
against  RSAC  which  questions  the  validity  of  this  Agreement 
or  any  action  taken  or  to  be  taken  pursuamt  to  or  in 
connection  with  this  Agreement  or  which  would,  if  adversely 
determined,  affect  in  any  material  respect  the  Company's 
rights  under  this  Agreement  or  the  ability  of  RSAC  to 
perform  its  obligations  hereunder. 

Section  11.2  By  RSAC  As  Of  The  Date  Of  Each 
Subsequent  Closing  Date.   RSAC  shall  represent  and  warrant 
to  LMSAC  in  writing  that  as  of  the  date  of  each  Subsequent 
Closing  Date: 

(a)  Prior  Representations  and  Warranties.   The 
representations  and  warranties  contained  in  Section  11. 1 
continue  to  be  true  and  correct  on  such  Subsequent  Closing 
Date  as  though  such  representations  euid  warremties  were  made 
at  cuid  as  of  such  time. 

(b)  Fixed  Assets.  Except  as  set  forth  in  the 
relevant  Subsecfuent  Closing  Date  Schedule,  on  such 
Subsequent  Closing  Date  RSAC  will  have  good  and  marketable 
title  to  each  of  the  assets  listed  in  the  relevant 
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Subsequent  Closing  Date  Schedule,  subject  to  no  mortgage, 
lien,  lease,  pledge,  encumbrance,  charge,  conditional  sale 
or  other  title  retention  agreement  or  restriction  on  sale. 
Such  assets  will  be  in  a  condition  adequate  and  suitable  for 
the  purposes  for  which  they  have  been  used  in  the  conduct  of 
the  business  of  RSAC  prior  to  such  Subsequent  Closing  Date. 

(c)   Contracts  and  Leases .   Except  as  set  forth  in 
the  relevant  Subsequent  Closing  Date  Schedule,  (i)  RSAC  will 
have  delivered  to  the  Company  complete  and  correct  copies  of 
all  contracts,  leases  eind  agreements  listed  in  the  relevant 
Subsequent  Closing  Date  Schedule,  (ii)  all  such  contracts, 
leases  and  agreements  will  be  legal,  valid  and  binding 
obligations  of  RSOC  and  (iii)  to  the  best  knowledge  of  RSAC, 
such  contracts,  leases  and  agreements  will  be  the  legal, 
valid  and  binding  obligations  of  the  other  parties  thereto 
and  there  will  be  no  material  defaults  under  any  such 
contracts,  leases  and  agreements. 

(d)   Transfers  Sufficient.   Except  as  set  forth  in 
the  relevant  Subsequent  Closing  Date  Schedule,  (i)  the 
assets  and  interests,  taken  as  a  whole,  described  in  the 
relevant  Subsequent  Closing  Date  Schedule  will  on  such 
Subsequent  Closing  Date  be  sufficient  to  enable  the  Company 
to  conduct  RSOC's  business  as  conducted  by  RSOC  prior  to 
such  Subsequent  Closing  Date,  and  (ii)  the  relevant 
Subsequent  Closing  Date  Schedule  will  constitute  a  true  and 
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complete  list  of,  respectively,  all  assets,  and  all 
contracts,  bids,  purchase  orders  euid  agreements,  and  all 
leases,  subleases,  easements,  licenses  and  other  agreements 
relating  to  the  occupancy  or  use  of  the  RSAC  Facility,  that 
are  material  to  the  conduct  of  RSOC ' s  business  as  conducted 
by  RSOC  prior  to  such  Subsecpaent  Closing  Date. 

(e)   RSAC  Facility.   Except  as  set  forth  in  the 
relevant  Subsequent  Closing  Date  Schedule,  RSOC  has  not 
within  the  three  years  prior  to  such  Subseq[uent  Closing  Date 
received  any  written  notice  or  claim  from  any  governmental 
body  or  official  or  private  person  to  the  effect  that  it  is 
in  violation  of  any  term  of  any  applicable  law,  ordinamce, 
rule  or  regulation  of  any  governmental  authority  or  any  term 
of  any  applicable  order,  judgment  or  decree  of  any  court, 
arbitrator  or  governmental  authority  (including,  without 
limitation,  any  law,  ordinance,  rule,  regulation  or  order 
relating  to  environmental  or  occupational  health  or  safety 
standards  and  controls,  consumer  protection  or  equal 
employment  practices)  relating  to  any  RSAC  Facility  set 
forth  on  such  Subsequent  Closing  Date  Schedule  or  the  use 
thereof,  the  violation  of  which  would  have  a  material 
adverse  effect  upon  RSAC  or  the  Company.   The  leases  euid 
agreements  listed  on  such  Subsequent  Closing  Date  Schedule, 
when  assigned  and  transferred  to  the  Coitpciny,  will  be 
sufficient  on  such  Subsequent  Closing  Date  to  allow 
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continued  use  of  such  RSAC  Facility  by  the  Con^jany,  in 
substantially  the  same  meuiner  as  used  by  RSOC  prior  to  such 
Subsequent  Closing  Date  in  connection  with  its  business, 
without  material  additional  action  or  payments,  except  as 
expressly  set  forth  in  the  leases  and  agreements  listed  in 
such  Subsequent  Closing  Date  Schedule. 

(f)   Compliance  with  Laws .   Except  as  set  forth  in 
the  relevant  Svibsequent  Closing  Date  Schedule,  the  property 
and  assets  which  RSAC  is  contributing  to  the  Company  and 
which  are  listed  in  the  relevant  Siibsequent  Closing  Date 
Schedule  (i)  were  maintained  by  RSAC  or  an  Affiliate  thereof 
in  all  material  respects  in  con^lieuice  with  all  applicable 
laws  and  regulations,  and  (ii)  if  consisting  of  one  or  more 
contracts  with  the  U.S.  government  or  an  agency  thereof, 
were  entered  into  and  performed  by  RSAC  or  an  Affiliate 
thereof  in  coit^liance  with  the  Truth  in  Negotiations  Act  of 
1962,  as  amended.  The  Service  Contract  Act  of  1965,  as 
amended.  The  Contract  Disputes  Act  of  1978,  as  amended,  the 
Federal  Acquisition  Regulations  and  any  applicable  agency 
supplements  thereto,  as  well  as  appliceible  predecessor 
procurement  regulations.  Government  Cost  Accoxinting 
Standards,  any  applicable  agreements  with  a  U.S.  Government 
contract  cost  accounting  agency,  the  Byrd  Amendment,  Pub.  L. 
No.  101-121,  §  319,  eind  the  Defense  Industrial  Security 
Mcuiual  and  the  Defense  Industrial  Security  Regulation. 
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(g)   Other .   Such  other  representations  and 
warranties  as  are  customarily  made  upon  the  trcinsfer  of  the 
types  of  assets  and  properties  RSAC  is  contributing  to  the 
Company,  as  may  reasonably  be  requested  by  LMSAC. 

Section  11.3.   By  LMSAC.   LMSAC  hereby  represents 
and  warrants  to  RSAC  as  follows: 

(a)   Organization.   LMSAC  is  a  corporation  duly 
organized,  validly  existing  and  in  good  standing  under  the 
laws  of  the  State  of  Delaware  and  has  full  corporate  power 
and  authority  to  own  and  operate  its  assets  and  properties 
and  carry  on  its  business  as  presently  being  conducted  and 
as  presently  proposed  to  be  conducted  (including  in  the 
manner  contemplated  by  this  Agreement)  and  is  duly  qualified 
to  do  business  and  is  in  good  standing  in  all  jurisdictions 
in  which  the  ownership  or  occupancy  of  its  properties  or  its 
activities  presently  make  such  qualification  necessary, 
except  where  the  failure  to  so  qualify  would  not  have  a 
material  adverse  effect  upon  its  business,  properties  or 
assets.   LSOC,  an  indirect  wholly-owned  subsidiary  of  LMC, 
is  the  record  and  beneficial  owner  ci.   all  outstanding 
capital  stock  of  LMSAC. 

(b)   Authority.   LMSAC  has  all  requisite  corporate 
power  cind  authority  to  execute  and  deliver  this  Agreement, 
to  perform  its  obligations  hereunder  and  to  consummate  the 
transactions  contenplated  hereby.   The  execution,  delivery 
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and  performance  of  this  Agreement  by  LMSAC  and  the 
consummation  by  LMSAC  of  the  transactions  contemplated 
hereby  have  been  duly  smd  validly  authorized  and  approved  by 
all  requisite  corporate  proceedings  of  LMSAC.   This 
Agreement  has  been  duly  euid  validly  executed  and  delivered 
by  LMSAC  and  constitutes  a  legal,  valid  and  binding 
obligation  of  LMSAC,  enforceable  against  LMSAC  in  accordance 
with  its  terms,  subject  to  appliceible  bankruptcy, 
insolvency,  reorganization,  moratorium  and  similar  laws 
affecting  creditors '  rights  generally  and  to  general 
principles  of  equity. 

(c)   Consents  and  Approvals .   Except  as  set  forth 
in  Schedule  11.2(c)  attached  hereto  and  made  a  part  hereof, 
all  authorizations,  approvals  and  consents,  if  any,  required 
to  be  obtained  from,  and  all  registrations,  declarations  and 
filings,  if  any,  required  to  be  made  with,  all  governmental 
authorities  and  regulatory  bodies  to  permit  LMSAC  to  execute 
and  deliver  this  Agreement  cuid  to  perform  its  obligations 
hereunder  have  been  obtained  or  made,  as  the  case  may  be, 
and  all  such  authorizations,  approvals,  consents, 
registrations,  declarations  smd  filings  are  in  full  force 
eind  effect,  in  each  case  to  the  extent  necessary  prior  to 
the  date  hereof.   All  terms  amd  conditions  contained  in,  or 
existing  in  respect  of,  such  authorizations,  approvals, 
consents,  registrations,  declarations  euid  filings  have  been, 
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to  the  extent  necessary  prior  to  the  date  of  execution  and 
delivery  hereof,  duly  satisfied  and  performed. 

(d)   No  Violations  or  Conflicts .   The  execution, 
delivery  and  performance  of  this  Agreement  by  LMSAC  do  not 
and  will  not  (i)  violate  or  conflict  with  any  provision  of, 
or  result  in  the  breach  of,  any  applicable  statute,  law, 
rule  or  regulation  of  any  governmental  authority  or 
regulatory  body,  the  Certificate  of  Incorporation  or  By-laws 
of  LMSAC,  or  any  contract,  agreement,  indenture  or  other 
instrument  or  obligation  to  which  LMSAC  is  a  party  or  by 
which  LMSAC  or  any  of  its  assets  is  bound,  or  of  any  order, 
judgment,  writ,  injunction,  award,  ruling  or  decree 
applicable  to  LMSAC  or  any  of  its  assets,  or  terminate  or 
result  in  the  termination  of  any  such  contract,  agreement, 
indenture,  instrument  or  obligation  or  (ii)  constitute  an 
event  which,  after  notice  or  lapse  of  time  or  both,  would 
result  in  any  such  violation,  conflict,  breach  or 
termination  or  result  in  a  violation  or  revocation  of  any 
permit  from  any  governmental  authority,  regulatory  body  or 
other  third  party,  except  to  the  extent  that  the  occurrence 
of  any  of  the  foregoing  would  not  individually  or  in  the 
aggregate  have  a  material  adverse  effect  on  the  ability  of 
LMSAC  to  consvmimate  the  transactions  conten^slated  hereby. 

(e)   Litigation.   There  is  no  action,  suit  or 
proceeding  pending,  or  to  the  knowledge  of  LMSAC  threatened. 
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against  LMSAC  which  questions  the  validity  of  this  Agreement 
or  any  action  taken  or  to  be  taken  pursuemt  to  or  in 
connection  with  this  Agreement  or  which  would,  if  adversely 
determined,  affect  in  any  material  respect  the  Conpany's 
rights  under  this  Agreement  or  the  ability  of  LMSAC  to 
perform  its  obligations  hereunder. 

Section  11.4  By  LMSAC  as  of  the  Date  of  Each 
Subsequent  Closing  Date.   LMSAC  shall  represent  and  warrant 
in  writing  to  RSAC  that  as  of  each  Subsequent  Closing  Date: 

(a)  Prior  Representations  and  Warranties.   The 
representations  and  warranties  contained  in  Section  11.3 
continue  to  be  true  and  correct  on  such  Subsequent  Closing 
Date  as  though  such  representations  and  warranties  were  made 
at  and  as  of  such  time. 

(b)  Fixed  Assets.   Except  as  set  forth  in  the 
relevant  Subsequent  Closing  Date  Schedule,  on  such 
Subsequent  Closing  Date  LMSAC  will  have  good  and  marketable 
title  to  each  of  the  assets  listed  in  the  releveuit 
Subsequent  Closing  Date  Schedule,  subject  to  no  mortgage, 
lien,  lease,  pledge,  encximbrance ,  charge,  conditional  sale 
or  other  title  retention  agreement  or  restriction  on  sale. 
Such  assets  will  be  in  a  condition  adequate  and  suitable  for 
the  purposes  for  which  they  have  been  used  in  the  conduct  of 
the  business  of  LSOC  prior  to  such  Subsequent  Closing  Date. 
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(c)   Contracts  and  Leases.   Except  as  set  forth  in 
the  relevant  Subsecjuent  Closing  Date  Schedule,  (i)  LSOC  will 
have  delivered  to  the  Con5)any  con5>lete  and  correct  copies  of 
all  contracts,  leases  and  agreements  listed  in  the  relevant 
Subsequent  Closing  Date  Schedule,  (ii)  all  such  contracts, 
leases  and  agreements  will  be  legal,  valid  and  binding 
obligations  of  LSOC  and  (iii)  to  the  best  knowledge  of 
LMSAC,  such  contracts,  leases  and  agreements  will  be  the 
legal,  valid  and  binding  obligations  of  the  other  parties 
thereto  and  there  will  be  no  material  defaults  under  any 
such  contracts,  leases  and  agreements. 

(d)   Transfers  Sufficient.   Except  as  set  forth  in 
the  relevant  Subsequent  Closing  Date  Schedule,  (i)  the 
assets  and  interests,  taken  as  a  whole,  described  in  the 
relevant  Subsequent  Closing  Date  Schedule  will  on  such 
Subsequent  Closing  Date  be  sufficient  to  enable  the  Company 
to  conduct  LSOC's  business  as  conducted  by  LSOC  prior  to 
such  Subsequent  Closing  Date,  and  (ii)  the  releveint 
Subsequent  Closing  Date  Schedule  will  constitute  a  true  and 
complete  list  of,  respectively,  all  assets,  and  all 
contracts,  bids,  purchase  orders  and  agreements,  and  all 
leases,  subleases,  easements,  licenses  and  other  agreements 
relating  to  the  occupcincy  or  use  of  the  LMSAC  Facility,  that 
are  material  to  the  conduct  of  LSOC's  business  as  conducted 
by  LSOC  prior  to  such  Subsequent  Closing  Date. 
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(e)   LMSAC  Facility.   Except  as  set  forth  in  the 
relevant  Sxibsequent  Closing  Date  Schedule,  LSOC  has  not 
within  the  three  years  prior  to  such  Subsequent  Closing  Date 
received  any  written  notice  or  claim  from  any  governmental 
body  or  official  or  private  person  to  the  effect  that  it  is 
in  violation  of  any  term  of  any  appliceOale  law,  ordinance, 
rule  or  regulation  of  any  governmental  authority  or  any  term 
of  emy  applicable  order,  judgment  or  decree  of  euiy  court, 
arbitrator  or  governmental  authority  (including,  without 
limitation,  any  law,  ordinauice,  rule,  regulation  or  order 
relating  to  environmental  or  occupational  health  or  safety 
standards  and  controls,  consumer  protection  or  equal 
employment  practices)  relating  to  any  LMSAC  Facility  set 
forth  on  such  Subsequent  Closing  Date  Schedule  or  the  use 
thereof  the  violation  of  which  would  have  a  material  adverse 
effect  upon  LMSAC  or  the  Compemy.   The  leases  and  agreements 
listed  on  such  Subsequent  Closing  Date  Schedule,  when 
assigned  and  treuisf erred  to  the  Company,  will  be  sufficient 
on  such  Subsec[uent  Closing  Date  to  allow  continued  use  of 
such  LMSAC  Facility  by  the  Company,  in  sxibstantially  the 
same  manner  as  used  by  LSOC  prior  to  such  Svibsequent  Closing 
Date  in  connection  with  its  business,  without  material 
additional  action  or  payments,  except  as  expressly  set  forth 
in  the  leases  and  agreements  listed  in  such  Subsequent 
Closing  Date  Schedule. 
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(f)   Contpliance  with  Laws.   Except  as  set  forth  in 
the  relevant  Subsequent  Closing  Date  Schedule,  the  property 
and  assets  which  LMSAC  is  contributing  to  the  Coitpany  and 
which  are  listed  in  the  relevant  Subsequent  Closing  Date 
Schedule  (i)  were  maintained  by  LMSAC  or  an  Affiliate 
thereof  in  all  material  respects  in  con^jliance  with  all 
applicable  laws  and  regulations,  and  (ii)  if  consisting  of 
one  or  more  contracts  with  the  U.S.  government  or  any  agency 
thereof,  were  entered  into  and  performed  by  LMSAC  or  an 
Affiliate  thereof  in  compliance  with  the  Truth  in 
Negotiations  Act  of  1962,  as  amended,  The  Service  Contract 
Act  of  1965,  as  amended.  The  Contract  Disputes  Act  of  1978, 
as  amended,  the  Federal  Acquisition  Regulations  and  any 
applicable  agency  supplements  thereto,  as  well  as  applicable 
predecessor  procurement  regulations,  Government  Cost 
Accounting  Stcindards,  any  applicable  agreements  with  a  U.S. 
Government  contract  cost  accounting  agency,  the  Byrd 
Amendment,  Pub.  L.  No.  101-121,  §  319,  and  the  Defense 
Industrial  Security  Manual  and  the  Defense  Industrial 
Security  Regulation. 

(g)   Other .   Such  other  representations  and 
warranties  as  are  customarily  made  upon  the  transfer  of  the 
types  of  assets  emd  properties  LMSAC  is  contributing  to  the 
Conpany,  as  may  reasoneibly  be  requested  by  RSAC. 
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Section  11.5.   Survival.  All  representations  eind 
warranties  made  herein  shall  survive  the  execution  and 
delivery  of  this  Agreement  and  for  a  period  of  three  (3) 
years  after  any  termination  of  this  Agreement. 

ARTICLE  XII 
CERTAIN  COMPANY  MATTERS 

Section  12.1  Liability  to  Third  Parties.   Except 
as  otherwise  expressly  provided  in  this  Agreement,  the 
debts,  obligations  and  liabilities  of  the  Conpany,  whether 
arising  in  contract,  tort  or  otherwise,  shall  be  solely  the 
debts,  obligations  and  liabilities  of  the  Con^amy  and  no 
Member  shall  be  obligated  personally  for  any  such  debt, 
obligation  or  liability  of  the  Company  solely  by  reason  of 
being  a  Member. 

Section  12.2   Indemnification  by  a  Member. 
Subject  to  Section  12.4,  each  Member  (the  "Indemnifying 
Member")  shall  indemnify,  defend  euid  hold  harmless  the 
Con5>any,  the  other  Member,  the  other  Member's  Affiliates, 
and  the  other  Member's  eind  each  such  Affiliate's  employees, 
officers,  directors  and  agents,  and  the  Company's  officers 
and  Advisors  (collectively  the  "Other  Indemnified  Persons") 
from  and  against  any  and  all  claims,  demands,  actions, 
suits,  damages,  liabilities,  losses,  costs  and  expenses 
(including  reasonsible  attorneys'  fees)  (collectively 
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"Damages"),  to  the  extent  caused  by,  resulting  from  or 
arising  out  of  or  in  connection  with  any  of  the  following: 

(a)  the  breach  of,  or  misrepresentation  contained 
in,  any  written  representation  or  warranty  made  by  the 
Indemnifying  Member  in  this  Agreement,  in  any  officer's 
certificate  delivered  hereunder  or  under  the  Master 
Agreement,  in  any  written  agreement  between  the  Members  and 
the  Company  with  respect  to  employee  and  benefit  matters  as 
contemplated  by  Section  4.5,  or  in  conjunction  with  any 
contribution  or  transfer  of  any  property  or  assets  to  the 
Company  by  the  Indemnifying  Member; 

(b)  conditions  existing  at  the  time  of 
contribution  or  transfer  of  any  property  or  assets  to  the 
Company  with  respect  to  property  or  assets  so  contributed  or 
transferred  by  the  Indemnifying  Member; 

(c)  the  breach  or  default  in  performance  of  any 
covenant  or  agreement  required  to  be  performed  by  the 
Indemnifying  Member  contained  in  the  Agreement  or  in  any 
written  agreement  between  the  Members  and  the  Company  with 
respect  to  employee  and  benefit  matters  as  contemplated  by 
Section  4.5;  or 

(d)  any  claim,  action,  suit  or  proceeding  or 
threat  thereof,  made  or  instituted  as  a  result  of  acts  or 
omissions  of  the  Indemnifying  Member  or  its  Affiliates 
unrelated  to  the  business  and  operations  of  the  Con^any  or 
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outside  the  scope  of  the  Indemnifying  Member's  rights  or 
authority  conferred  by  this  Agreement  or  any  other 
understanding,  agreement  or  arrsmgement  between  the  Members 
and/or  the  Con:5)any  euid  in  which  the  Coir^any,  such  Member, 
such  Member's  Affiliates  or  such  Other  Indemnified  Persons 
may  be  involved  or  be  made  a  party  by  reason  of  such  Member 
being,  or  having  been  in  the  past,  a  Member. 

Section  12.3   Indemnification  By  the  Company. 
Subject  to  Section  12.4,  the  Conpany  shall  indemnify,  defend 
and  hold  harmless  each  Member  (including  any  Person  who  has 
been  but  is  no  longer  a  Member),  each  Member's  Affiliates 
and  the  Other  Indemnified  Persons  from  and  against  all 
Damages  to  the  extent  caused  by,  resulting  from  or  arising 
out  of  or  in  connection  with  any  of  the  following: 

(a)   any  claim,  action,  suit  or  proceeding  or 
threat  thereof,  made  or  instituted  in  which  such  Member, 
such  Member's  Affiliates  or  Other  Indemnified  Persons  may  be 
involved  or  be  made  a  party  by  reason  of  such  Member  being, 
or  having  been  in  the  past,  a  Member,  or  by  reason  of  cuiy 
action  alleged  to  have  been  taken  or  omitted  by  such  Member 
in  such  capacity,  or  by  such  Member's  Affiliates  or  Other 
Indemnified  Persons  acting  on  behalf  of  the  Coirpany,  if  such 
Member,  such  Member's  Affiliate  or  Other  Indemnified  Person 
was  acting  in  good  faith  and  with  reasonable  care  in  what  it 
reasonably  believed  to  be  within  the  scope  of  its  rights  or 
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authority  conferred  by,  and  not  in  contravention  of  any 
provision  of,  this  Agreement  or  any  other  understanding, 
agreement  or  arrangement  between  or  among  the  Members  and 
the  Company,  and  in  the  best  interests  of  the  Con^any; 

(b)  any  guarantees  or  promises  of  performance  of 
any  obligations  of  the  Conpany;  euid 

(c)  any  actions  or  omissions  to  act  by  the 
Company  in  connection  with  its  business  or  operations,  or 
the  ownership  of  its  assets  and  properties,-  provided. 
however,  that  nothing  in  this  Section  12.3  shall  be 
construed  to  require  the  Coitpany  to  reimburse,  defend, 
indemnify  or  hold  harmless  any  Member,  its  Affiliates,  or 
Other  Indemnified  Persons  with  respect  to  any  Damages  in  any 
circumstance  in  which  this  Agreement  requires  such  Member  to 
reimburse,  defend,  indemnify  or  hold  harmless  any  other 
Member,  its  Affiliates  or  Other  Indemnified  Persons  or  the 
Cottpany  in  respect  of  such  Damages . 

Section  12.4  Survival;  Limitations;  Procedures. 

(a)   The  indemnification  obligations  contained  in 
Section  12.2  shall  survive  any  termination  of  this  Agreement 
or  the  dissolution  and  wind  up  of  the  Conpany.   The 
indemnification  obligations  contained  in  Section  12.3  shall 
survive  any  dissolution  of  the  Coitpany  until  its  affairs 
have  been  fully  wound  up  and  all  of  its  properties  eind 
assets  distributed  in  accordance  with  Section  10.3. 
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(b)  The  rights  and  remedies  provided  to  the 
Members  and  the  Company  in  this  Agreement  are  cumulative  and 
non-exclusive  and  shall  not  preclude  any  other  right  or 
remedy  available  to  any  Member  or  the  Con^jouiy  at  law  or  in 
equity. 

(c)  Notwithstanding  amy  other  provision  hereof, 
neither  the  Coitpany  nor  any  Member  shall  be  liable  to  any 
other  Member  or  its  Affiliates,  the  Company,  or  any  Other 
Indemnified  Person  for  special,  indirect,  punitive  or 
consequential  damages,  including  but  not  limited  to  loss  of 
profit . 

(d)  If  a  Member  or  the  Company  is  obligated 
hereunder  to  indemnify  amy  other  Member,  the  Company,  a 
Member's  Affiliate  or  any  Other  Indemnified  Person  (in  any 
case  the  "Indemnified  Party")  from  any  claim,  suit,  action 
or  proceeding  brought  by  any  other  Person  (a  "Third  Party 
Claim"),  such  Indemnifying  Member  or  the  Company,  as  the 
case  may  be,  shall  have  the  right  to  control  the  defense  and 
settlement  of  such  Third  Party  Claim  with  counsel  reasonaJaly 
acceptable  to  the  Indemnified  Party,  provided  that  (i)  such 
Indemnified  Party  may  retain  counsel  at  its  expense  to 
assist  in  the  defense  and  settlement  of  such  Third  Party 
Claim,  and  (ii)  no  settlement  of  euiy  Third  Party  Claim  shall 
contain  terms  or  provisions  requiring  the  Indemnified  Party 
to  take  any  action  or  perform  any  undertaking,  or  prohibit 
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or  restrain  the  Indemnified  Party  from  tcdcing  any  action, 
without  the  written  consent  of  the  Indemnified  Party. 

Section  12.5  Third-Party  Dealings  With  Members . 
Except  as  permitted  by  this  Agreement,  no  Member  shall  have 
any  right  or  authority  to  tcike  amy  action  on  behalf  of  the 
Company  with  respect  to  third  parties . 

ARTICLE  XIII 
DEADLOCKS 

In  the  event  the  Members  fail  to  agree  on  any 
issue  as  to  which  agreement  of  the  Members  is  required 
hereunder  and  that  is  material  to  the  operations  of  the 
Company,  and  such  deadlock  is  not  resolved  within  fifteen 
(15)  days  following  the  giving  of  written  notice  of  the 
existence  of  such  deadlock  by  one  Member  to  the  other, 
either  Member  may  rec[uest  that  the  Chief  Executive  Officer 
of  Rockwell  and  the  Chief  Executive  Officer  of  LMC  seek  to 
resolve  such  deadlock.   Within  twenty-one  (21)  days  of  the 
initial  request,  such  persons  will  meet  and  atteitpt  to 
resolve  the  deadlock.   If  such  persons  are  unable  to  resolve 
the  deadlock  within  sixty  (60)  days  following  their  initial 
meeting  to  consider  the  deadlock,  then,  at  any  time 
thereafter,  so  long  as  the  deadlock  has  not  been  resolved, 
either  Member  may  request  that  the  Advisory  Board  seek  to 
resolve  the  deadlock.   Within  twenty-one  (21)  days  of  the 
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initial  request,  the  Advisory  Board  will  meet  tp  attenpt  to 
resolve  the  deadlock  by  a  vote  of  a  majority  of  the  entire 
Advisory  Board,  eind  thereafter  the  Advisory  Board  will 
continue  to  meet  at  such  times  as  it  deems  appropriate  until 
the  deadlock  is  resolved  at  the  earliest  practicable  date  by 
a  vote  of  a  majority  of  the  entire  Advisory  Board. 

ARTICLE  XIV 
TECHNOLOGY 

The  Con^sany  emd  the  Members  shall  enter  into  such 
written  licensing  or  other  written  agreements,  if  any, 
regarding  rights  in  respect  of  technology  or  other 
intellectual  property  of  the  Coit^jany  or  of  either  Member  in 
respect  of  the  business  or  operations  of  the  Company  at  such 
times  and  upon  such  terms  as  shall  be  deemed  necessary  or 
appropriate  by  mutual  agreement  of  the  Members. 

ARTICLE  XV 
MISCELLANEOUS 

Section  15.1  Waivers .   The  failure  at  any  time  of 
either  Member  to  require  performcince  by  the  other  Member  of 
emy  responsibility  or  obligation  required  by  this  Agreement 
shall  in  no  way  affect  a  Member's  right  to  require  such 
performance  at  amy  time  thereafter,  nor  shall  the  waiver  by 
a  Member  of  a  breach  of  any   provision  of  this  Agreement  by 
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the  other  Member  constitute  a  waiver  of  any  other  breach  of 
the  same  or  any  other  provision  nor  constitute  a  waiver  of 
the  responsibility  or  obligation  itself. 

Section  15.2  Amendment .  This  Agreement  may  be 
amended  only  by  an  instrument  in  writing  duly  executed  by 
the  parties  hereto. 

Section  15.3  Assignability .   This  Agreement  shall 
be  binding  upon  euid  inure  to  the  benefit  of  the  successors 
and  permitted  assigns  of  each  party  hereto.   Except  as 
otherwise  provided  in  this  Agreement,  neither  this  Agreement 
nor  any  right  or  obligation  hereunder  may  be  assigned  or 
delegated  in  whole  or  in  part  to  any  other  Person  without 
the  prior  written  consent  of  the  other  Member,  and  any 
assignment  or  attempted  assignment  in  violation  of  this 
Agreement  shall  be  null  and  void. 

Section  15.4  Notices .   In  any  case  where  any 
notice  or  other  communication  is  required  or  permitted  to  be 
given  hereunder  (including,  without  limitation,  any  change 
in  the  information  set  forth  in  this  Section  15.4),  such 
notice  or  communication  shall  be  in  writing  and  (i) 
personally  delivered,  (ii)  sent  by  postage  prepaid 
registered  or  certified  mail,  return  receipt  requested, 
(iii)  sent  by  recognized  overnight  courier  or  (iv) 
transmitted  by  telecopier,  with  a  copy  sent  by  postage 
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prepaid  registered  or  certified  mail,  return  receipt 
requested,  as  follows: 

If  to  RSAC.  to: 

Rockwell  Space  Alliance  Company 

c/o  Rockwell  International  Corporation 

Space  Systems  Division 

12214  Lakewood  Boulevard 

P.O.  Box  7009 

Downey,  California   90241-7009 

Telecopier:   (310)  922-5678 

Attention:   President 

With  a  copy  to: 

Rockwell  International  Corporation 

22  01  Seal  Beach  Boulevard 

Seal  Beach,  California   90740-8250 

Telecopier:   (310)  797-5687 

Attention:   William  J.  Calise,  Jr.,  Esq. 

Senior  Vice  President,  General 
Counsel  and  Secretary 

If  to  LMSAC.  to: 

[to  be  provided] 

With  a  copy  to: 

Lockheed  Martin  Corporation 
6801  Rockledge  Drive 
Bethesda,  Maryland  20817 

Telecopier:   (301)897-6791 

Attention:   Frank  H.  Menaker,  Jr.,  Esq. 

Vice  President  and  General 

Counsel 
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the  laws  of  the  State  of  Delaware,  without  giving  effect  to 
the  principles  of  conflict  of  laws  thereof. 

Section  15.7  Consent  to  Jurisdiction.   Each 
Member  irrevocably  submits  to  the  exclusive  jurisdiction  of 
(i)  the  Courts  of  the  State  of  Delaware  and  (ii)  the  United 
States  District  Court  for  the  District  of  Delaware,  for  the 
purposes  of  any  suit,  action  or  other  proceeding  (including 
appeals  to  their  respective  appellate  courts)  arising  out  of 
this  Agreement  or  any  transaction  contemplated  hereby  (and 
agrees  not  to  commence  any  action,  suit  or  proceeding 
relating  hereto  except  in  such  courts) .   Each  Member 
irrevocably  and  unconditionally  waives  any  objection  to  the 
laying  of  venue  of  any  action,  suit  or  proceeding  arising 
out  of  this  Agreement  or  the  transactions  contemplated 
hereby  in  (i)  the  Courts  of  the  State  of  Delaware  or  (ii) 
the  United  States  District  Court  for  the  District  of 
Delaware,  and  hereby  further  irrevocably  and  unconditionally 
waives  and  agrees  not  to  plead  or  claim  in  any  such  court 
that  any  such  action,  suit  or  proceeding  brought  in  any  such 
court  has  been  brought  in  an  inconvenient  forum. 

Section  15.8  Headings .   The  headings  of  the 
Articles  cind  Sections  in  this  Agreement  are  provided  for 
convenience  of  reference  only  and  shall  not  be  deemed  to 
constitute  a  part  hereof. 
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Section  15.9   Entire  Agreement .   This  Agreement, 
together  with  the  Schedules  and  Exhibits  hereto  and  the 
agreements  and  instruments  expressly  provided  for  herein, 
constitutes  the  entire  agreement  of  the  parties  with  respect 
to  the  subject  matter  hereof  and  supersedes  all  prior 
agreements  and  understandings,  oral  and  written,  between  the 
parties  with  respect  to  the  subject  matter  hereof. 

Section  15.10   Severability.   Should  any  provision 
of  this  Agreement  be  deemed  in  contradiction  with  the  laws 
of  any  jurisdiction  in  which  it  is  to  be  performed  or 
unenforceable  for  any  reason,  such  provision  shall  be  deemed 
null  and  void,  but  this  Agreement  shall  remain  in  force  in 
all  other  respects.   Should  any  provision  of  this  Agreement 
be  or  become  ineffective  because  of  changes  in  applicable 
laws  or  interpretations  thereof  or  should  this  Agreement 
fail  to  include  a  provision  that  is  required  as  a  matter  of 
law,  the  validity  of  the  other  provisions  of  this  Agreement 
shall  not  be  affected  thereby.   If  such  circumstances  arise, 
the  parties  hereto  shall  negotiate  in  good  faith  appropriate 
modifications  to  this  Agreement  to  reflect  those  changes 
that  are  required  by  law. 

Section  15.11  Counterparts .   This  Agreement  may 
be  executed  in  counterparts,  each  of  which  shall  be  deemed 
an  original,  but  all  of  which  together  shall  constitute  one 
and  the  same  instrument. 
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Section  15.12   Pronouns  and  Plurals.   All  pronouns 
and  variations  thereof  in  this  Agreement  shall  be  deemed  to 
refer  to  the  masculine,  feminine,  neuter,  singular  or 
plural,  as  the  identity  of  any  person  or  persons  referred  to 
may  require . 

Section  15.13  Further  Assurances .  Each  Member 
shall  execute  such  deeds,  assignments,  endorsements, 
evidences  of  transfer  and  other  instruments  and  documents 
and  shall  give  such  further  assurances  as  shall  be  necessary 
to  perform  its  obligations  hereunder.  The  obligations  of 
the  Members  set  forth  in  this  Section  15.13  shall  survive 
the  termination  of  this  Agreement . 

Section  15.14  References  to  Agreement .   Numbered 
or  lettered  Articles,  Sections  and  subsections  herein 
contained  refer  to  Articles,  Sections  and  subsections  of 
this  Agreement  unless  otherwise  expressly  stated.   Any 
reference  herein  to  this  Agreement  shall  be  deemed  to  be  a 
reference  to  such  Agreement  as  the  same  may  be  modified, 
varied,  amended  or  supplemented  from  time  to  time  by  the 
Members  in  accordeince  with  the  provisions  hereof .   Unless 
the  context  otherwise  expressly  rec[uires,  the  words 
"herein",  "hereof"  and  "hereunder"  cind  other  words  of 
similar  importance  refer  to  this  Agreement  as  a  whole  auid 
not  to  any  particular  Article,  Section  or  other  subdivision. 
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IN  WITNESS  WHEREOF,  the  parties  have  caused  this 
Agreement  to  be  duly  executed  and  delivered  by  their 
respective  officers  thereunto  duly  authorized  as  of  the  day 
and  year  first  above  written. 

ROCKWELL  SPACE  ALLIANCE  COMPANY 


By:  /s/  William  J.  Calise.  Jr. 
Name:  William  J.  Calise,  Jr. 
Title:  Vice  President 


LOCKHEED  MARTIN  SPACE  ALLIANCE 
COMPANY 


By:  /s/  Peter  B.  Teets 


Name:  Peter  B.  Teets 
Title:  Chairman 
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Schedule  11. 1(c) 


RSAC  Consents  and  Approvals 
None 
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Schedule  11.3 (c) 


LMSAC  Consents  and  Approvals 
None 
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[CONFORMED  COPY] 


GUARANTY 

IN  CONSIDERATION  of  the  execution  and  delivery  of 
the  Limited  Liability  Company  Operating  Agreement  (the 
"Operating  Agreement"),  dated  as  of  November  22,  1995,  by 
and  between  Rockwell  Space  Alliance  Company,  a  Delaware 
corporation  ("RSAC")  and  an  indirect  wholly-owned  subsidiary 
of  Rockwell  International  Corporation,  a  Delaware 
corporation  ("Guarantor"),  and  Lockheed  Martin  Space 
Alliance  Company,  a  Delaware  corporation  ("LMSAC")  and  an 
indirect  wholly-owned  subsidiary  of  Lockheed  Martin 
Corporation,  a  Maryland  corporation  ("LMC"),  and  as  an 
inducement  to  LMSAC  to  enter  into  the  Operating  Agreement 
and  to  become  a  member  of  the  limited  liability  company 
governed  thereby  (the  "Company"),  Guarantor  hereby 
absolutely  and  unconditionally  guarantees  to  LMSAC  and  LMC 
and  their  respective  successors  and  permitted  assigns  the 
due  and  punctual  payment  and  performance  when  and  as  due  of 
each  of  the  obligations  (the  "Obligations")  of  RSAC 
contained  in  Article  III,  Section  7.3,  Article  VIII, 
Section  9.2  and  Section  12.2  (insofar  as  it  relates  to  a 
breach  of  the  foregoing  provisions  or  of  a  representation  or 
warranty  made  by  RSAC  pursuant  to  Section  11.1  or 
Section  11.2)  of  the  Operating  Agreement.   If  RSAC  shall 
fail  to  perform  or  satisfy  any  part  or  all  of  the 
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Obligations  when  due,  Guarantor  shall  perform  or  satisfy  all 
of  such  Obligations  and  indemnify  against  any  losses  caused 
by  RSAC's  failure  to  perform  such  Obligations.   The 
obligations  and  the  liability  of  Guarantor  under  this 
Guaranty  are  continuing,  irrevocable,  absolute  and 
unconditional,  without  regard  to  the  liability  of  any  other 
person  under  any  and  all  circumstances  and  (i)  are  not 
conditioned  or  contingent  upon,  and  are  irrespective  of,  the 
pursuit  by  LMSAC  or  LMC  of  whatsoever  remedies  there  may  be 
against  RSAC  (or  any  other  obligor  upon  the  Obligations,  any 
other  guarantor  or  any  security  for  any  or  all  of  the 
Obligations)  and  (ii)  will  not  be  discharged  or  affected  by 
any  circumstances  (other  than  complete  satisfaction  of  the 
Obligations)  that  might  constitute  a  legal  or  equitable 
discharge  of  a  guarantor  or  surety.   The  liability  of 
Guarantor  hereunder  shall  in  no  way  be  affected  or  impaired 
by  any  failure,  neglect  or  omission  on  the  part  of  LMSAC  or 
LMC  to  realize  upon  or  otherwise  enforce  the  Obligations  or 
by  any  delay  or  omission  on  the  part  of  LMSAC  or  LMC  in 
exercising  any  right  or  power  under  the  Operating  Agreement 
or  this  Guaranty. 

The  Guarantor  hereby  represents  and  warrants  to 
LMSAC  and  LMC  that  this  Guaranty  constitutes  the  valid  and 
binding  obligation  of  Guarantor  enforceable  against 
Guarantor  in  accordance  with  its  terms,  subject  to 
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applicable  bankruptcy,  insolvency,  reorganization, 
moratorium  and  similar  laws  affecting  creditors'  rights 
generally  and  to  general  principles  of  equity. 

The  terms  and  provisions  hereof  shall  be  binding 
upon  the  successors  and  assigns  of  Guarantor  and  shall  inure 
to  the  benefit  of  the  successors  and  permitted  assigns  of 
LMSAC  and  LMC;  provided,  however,  that  this  Guaranty  shall 
terminate  if  either  (i)  RSAC  transfers  its  entire  interest 
in  the  Company  in  accordance  with  the  terms  of  the  Operating 
Agreement  or  (ii)  Guarantor  transfers  all  of  the  outstanding 
capital  stock  of  RSAC  (other  than  to  a  Permitted  Transferee, 
as  defined  in  and  permitted  by  the  Master  Agreement  dated  as 
of  the  date  hereof  between  Guarantor  and  LMC  (the  "Master 
Agreement"))  in  accordance  with  the  terms  of  the  Master 
Agreement.   This  Guaranty  shall  not  be  construed  as 
conferring  any  rights  or  benefits  to  or  upon  any  person 
other  than  LMSAC  and  LMC  and  their  respective  successors  and 
permitted  assigns. 

Notwithstanding  any  other  provisions  hereof,  the 
Guarantor  shall  not  be  liable  to  LMSAC  or  LMC  for  special, 
indirect,  punitive  or  consequential  damages,  including  but 
not  limited  to  loss  of  profit. 

This  Guaranty  shall  be  governed  by  and  construed 
in  accordance  with  the  internal  laws  of  the  State  of 
Delaware,  without  regard  to  the  conflicts  of  laws  principles 
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IN  WITNESS  WHEREOF,  Guarantor  has  caused  this 
Guaranty  to  be  signed  by  its  duly  authorized  officer  this 
22nd  day  of  November,  1995. 

ROCKWELL  INTERNATIONAL  CORPORATION 


By  /s/  William  J.  Calise.  Jr. 
Name:  William  J.  Calise,  Jr. 
Title:  Senior  Vice  President, 

General  Counsel  and 

Secretary 
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of  such  State .   The  Guarantor  irrevocably  submits  to  the 
exclusive  jurisdiction  of  (i)  the  Courts  of  the  State  of 
Delaware  and  (ii)  the  United  States  District  Court  for  the 
District  of  Delaware,  for  the  purposes  of  any  suit,  action 
or  other  proceeding  (including  appeals  to  their  respective 
appellate  courts)  arising  out  of  this  Guaranty  (and  agrees 
not  to  cotnmence  any  action,  suit  or  proceeding  relating 
hereto  except  in  such  courts) .   The  Guarantor  irrevocably 
and  unconditionally  waives  any  objection  to  the  laying  of 
venue  of  any  action,  suit  or  proceeding  arising  out  of  this 
Guaranty  in  (i)  the  Courts  of  the  State  of  Delaware  or 
(ii)  the  United  States  District  Court  for  the  District  of 
Delaware,  and  hereby  further  irrevocably  and  unconditionally 
waives  and  agrees  not  to  plead  or  claim  in  any  such  court 
that  any  such  action,  suit  or  proceeding  brought  in  any  such 
court  has  been  brought  in  an  inconvenient  forum. 
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IN  WITNESS  WHEREOF,  Guarantor  has  caused  this 
Guaranty  to  be  signed  by  its  duly  authorized  officer  this 
22nd  day  of  November,  1995. 

LOCKHEED  MARTIN  CORPORATION 


By  /s/  Peter  B.  Teets 


Name:  Peter  B.  Teets 

Title:  President  &  Chief  Operating 

Officer 

Information  &  Technology 

Services  Sector 
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Mr.  Sensenbrenner.  Mr.  Goldin,  would  you  have  preferred  to  go 
an  open  competition  route  rather  than  the  single  source  contract? 

Mr.  Goldin.  I  love  competition,  and  this  was  a  very  difficult  deci- 
sion. And  I  have  to  say  that  the  deliberations  were  very  tough.  And 
wherever  possible,  I  love  competition.  I  think  it  brings  out  the  best 
in  people.  It's  the  way  the  American  system  works  best. 

Mr.  Sensenbrenner.  Is  it  safe  to  say  that  you  changed  your 
mind  after  the  evaluation  of  the  Source  Evaluation  Board  on  the 
various  expressions  of  interest  that  came  about  as  a  response  to 
your  competitive  announcement  of  August  21st? 

Mr.  Goldin.  Well,  let  me  take  you  back  in  history. 

I  have  flip-flopped  in  my  mind  a  number  of  times,  as  we  were 
getting  going,  because  of  my  concern  of  the  issues  I  talked  about. 

But  Dr.  Littles,  when  we  got  started  in  the  summer,  convinced 
me  the  right  way  to  go  was  to  try  the  route  of  open  competition. 
And  in  the  process,  we  set  an  intermediate  point,  after  we  got  the 
inputs  from  industry,  to  see  where  we  were  and  have  the  Source 
Evaluation  Board  make  a  recommendation. 

So  in  honesty  to  you,  I  was  on  the  fence.  I  wanted  competition, 
but  I  was  concerned  that  we  would  go  through  a  process  and  it 
would  just  take  time  and  cost  money,  so  I  let  the  process  roll  out. 

Mr.  Sensenbrenner.  Well,  as  near  as  I  can  read  what  has  hap- 
pened is  that  on  August  21st,  you  were  of  a  mind  to  have  a  com- 
petitive bidding  procedure,  and  you  called  the  industry  people  in. 

And  then  Rockwell  and  Lockheed-Martin  came  back  some  time 
in  September  with  what  amounted  to  a  joint  proposal,  even  though 
they  had  not  set  up  the  formal  joint  venture. 

And  that  kind  of  tied  NASA's  hands,  didn't  it? 

Mr.  Goldin.  Well,  let  me  say  this.  They  came  out  with  an  an- 
nouncement on  July  27th.  That  was  the  first  official  indication  we 
had  of  that.  And  I  had  the  folks  check  the  record  today. 

My  recollection  was  it  was  during  the  summer,  and  Wajme,  cor- 
rect me,  if  I'm  wrong,  is  it?  July  27th  is  when  their  announcement 
came  out. 

And  I  was  personally  frustrated.  But  given  that  you  have  to  deal 
with  the  world  as  it's  presented  to  you,  we  felt  we  still  wanted  to 
attempt  to  see  if  it  was  possible  to  run  a  competition,  and  we  want- 
ed to  go  through  an  orderly  process. 

Mr.  Sensenbrenner.  Now  knowing  the  way  the  business  is 
done,  and  using  the  Space  Station  single  prime  contract  with  Boe- 
ing as  an  example,  hypothetically,  if  Rockwell  and  Lockheed-Mar- 
tin had  submitted  competitive  bidding,  would  it  be  safe  to  assume 
that  the  firm  that  lost  the  single  prime  contract  would  end  up 
being  a  subcontractor  of  the  firm  that  won? 

Mr.  Goldin.  I  think  it  would  have.  There  were  certain  things 
both  of  them  did  that  caused  them  to  depend  on  each  other. 

Mr.  Sensenbrenner.  So  the  answer  to  my  question  is,  you  think 
is  yes. 

Mr.  Goldin.  Probably  yes. 

Mr.  Sensenbrenner.  Okay.  Do  you  think  that  the  taxpayers 
would  have  saved  more  money  under  that  type  of  an  arrangement 
than  the  non-competitive  arrangement  which  was  basically  forced 
upon  you  by  Rockwell  and  Lockheed-Martin? 

Mr.  Goldin.  Maybe.  I  don't  know. 
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There  are  some  issues  in  there  that  give  concern  to  us.  Both  of 
them  have  some  very  significant  roles.  And  again,  we  have  this 
overriding  concern  about  maintaining  schedule. 

So  I'd  like  to  separate  my  comments  into  two  sections.  One,  look- 
ing at  the  SFOC  contract  in  isolation.  And  secondly,  looking  at  the 
total  human  space  flight  account  and  the  overall  implications  to 
safety. 

We  have  a  very  tough  schedule,  as  we  have  discussed  in  many 
hearings.  We  want  to  hold  to  that  manifest.  If  that  manifest  slips, 
it  causes  the  whole  program  to  slip  at  the  rate  of  two  billion  dollars 
a  year. 

So  Lockheed  doesn't  know  things  that  Rockwell  knows,  and  Rock- 
well knows  things  that  Lockheed  doesn't  know.  And  as  a  result, 
there  could  have  been  a  schedule  slipped  if  one  or  the  other  won 
the  competition. 

So  in  that  sense,  in  that  sense — there  was  even  a  risk  with 
that — but  there  would  have  been  competition. 

Mr.  Sensenbrenner.  I  guess  the  point  that  I'm  driving  at  is  that 
if  we  had  competition  of  the  big  two,  the  loser  became  a  sub- 
contractor of  the  winner,  and  the  taxpayers  might  have  saved 
money  under  this  tjq^e  of  an  arrangement,  would  not  the  strengths 
of  both  firms  have  been  drawn  together  in  a  prime  contractor/sub- 
contractor relationship  as  well  as  with  this  joint  venture  relation- 
ship? 

Mr.  GOLDIN.  Maybe,  maybe.  And  the  reason  for  my  concern  is, 
I  come  back  and  say,  if  you  look  at  the  SFOC  contract  in  isolation, 
the  apparent  win  cost  might  have  been  lower  than  what  we  could 
negotiate  but  if,  because  of  the  inexperience  of  one  or  the  other 
caused  the  schedules  to  slip,  the  actual  cost  to  the  taxpayer  might 
have  been  higher. 

Mr.  Sensenbrenner.  How  much  time  do  you  think  ended  up 
being  saved  as  a  result  of  going  to  the  non-competitive  contract, 
rather  than  a  competitive  contract  in  terms  of  getting  the  act  to- 
gether and  getting  the  shuttle  to  launch  the  station  components  ac- 
cording to  the  time  line  which  we  all  want  to  be  held  to? 

Mr.  GOLDIN.  I  think  we  had  the  risk  of  a  schedule  slip  of  as 
much  as  a  year.  And  that — no,  I  don't  need  that  chart.  We  had  the 
risk  of  a  schedule  slip  of  as  much  as  a  year. 

Mr.  Sensenbrenner.  Well,  my  time  has  expired,  but  I  want  to 
get  back  to  this  in  the  second  round  of  questioning. 

The  gentleman  from  Texas,  Mr.  Hall. 

Mr.  Hall.  Thank  you,  Mr.  Chairman. 

Of  course  the  main  justification  for  moving  to  single  prime  con- 
tracts is  to  reduce  costs,  and  let  us  talk  about  that  a  little  bit. 

You  obviously  had  a  goal  of  cost  reduction,  and  I'd  like  to  kind 
of  know  what  cost  reduction  goal  NASA's  trying  to  achieve  by  mov- 
ing to  single  prime  contractor  and  how  much  that  goal  was  offset, 
if  any,  by  removing  the  ingredient  of  competition? 

Mr.  GOLDIN.  We  believe  there  is  a  significant  savings. 

The  reason  I  don't  want  to  state  a  goal,  Mr.  Hall,  is  if  the  admin- 
istrator states  a  specific  goal,  we're  going  to  get  people  to  respond 
and  try  and  meet  that  number.  And  then  we  get  into  the  kind  of 
troubles  that  Dr.  Weldon  has  brought  up  time  and  time  again 
about  driving  people  to  a  specific  number  on  the  shuttle. 
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So  I'd  like  to  answer  it  qualitatively,  and  say  that  there  are  a 
number  of  issues,  there  are  a  lot  of  redundancies  and  overlaps 
among  those  contracts,  among  the  contractors,  and  among  the  gov- 
ernment and  the  contractors.  And  that  process,  we're  convinced, 
could  save  a  very  significant  amount  of  money. 

Again,  I  want  to  come  back  to  the  interaction  I  had  with  Chair- 
man Sensenbrenner.  When  we  look  at  this,  we  look  at  this  not  in 
the  context  of  the  isolation  of  the  SFOC  contract  by  itself  but  the 
total  program. 

So  if  we  were  to  get  someone  that  would  write  a  wonderful  pro- 
posal that  we  could  accept  that  proposal,  and  then  they  have  trou- 
ble coming  up  to  speed,  making  management  changes  right  in  the 
middle  of  the  time  that  we're  developing  hardware,  and  in  fact,  I 
would  like  to  go  up  to  the  schedule  here  and  show  you  the  events 
that  concerned  us. 

I'll  try  and  speak  loud  so  you  can  hear. 

But  in  order  to  meet  a  date  of  December  1997  for  the  first  ISS 
shuttle  launch,  we  back  up  into  1995  with  a  set  of  tasks  fi-om  pre- 
liminary flight  data  file,  flight  design  products,  cargo  integration 
review  in  late  1996,  joint  integrated  simulations  that  occur  in  1997, 
and  then  you  have  the  shuttle  launch  here. 

So  while  a  contractor's  trjdng  to  come  up  to  speed,  they'll  be  per- 
forming these  tasks.  And  we  tried  to  make  a  model  of  each  of  the 
contractors  separately  trying  to  do  this,  while  we're  negotiating  a 
contract.  And  even  up  front  here,  we're  trying  to  compete  it,  and 
this  was  the  major  problems  that  we  came  up  with  and  this  was 
the  concern  we  had,  looking  at  the  total  program  instead  of  the 
SFOC  contract  in  isolation. 

That  is  really  the  force  that  drove  us.  And  that's  why  we  believe 
the  American  taxpayers,  in  the  end,  in  the  broader  sense,  will  save 
money. 

Now  we  do  not  intend  to  sit  down  with  a  contractor  and  have 
them  push  NASA  around.  I  want  to  tell  you,  we  will  negotiate  in 
good  faith,  but  I  also  want  to  make  this  commitment  to  the  Com- 
mittee. If  we  feel  that  the  American  taxpayer  is  pa5dng  more 
money  because  of  the  lack  of  competition,  we  will  come  back  to  this 
Committee  and  say  we  could  not  negotiate  with  the  USA  Company, 
and  that  is  a  very  key  factor  that  I'd  like  you  to  keep  in  mind.  We 
will  have  our  own  should-cost,  and  we  will  negotiate  to  that. 

Mr.  Hall.  You  actually  have  a  pattern  there,  because  you  have 
the  existing  Rockwell  and  Lockheed-Martin  contracts,  and  you  had 
the  choice  of  streamlining  those  contracts  to  the  maximum  extent 
possible  or  taking  the  route  you've  taken. 

So  you  do  have  a  cost  figure  there  somewhere  to  compare  it  with, 
and  I  presume  you'll  be  doing  that? 

Mr.  GOLDIN.  Yes,  sir. 

Mr.  Hall.  Do  you  have  a  ceiling  on  how  much  you're  willing  to 
pay  the  single  prime  contractor? 

Mr.  GOLDIN.  Not  at  this  point. 

Mr.  Hall.  You  have  it  in  the  back  of  your  mind,  though?  Because 
you  have  the  existing  contracts  to  bang  it  against. 

Mr.  GOLDIN.  Yes,  sir. 
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But  again,  I  don't  think  it  would  be  appropriate  to  lay  these 
down.  I'm  very,  very  concerned  about  telling  people  you've  got  to 
operate  to  a  number. 

Mr.  Hall.  If  you  won't  give  me  that  number,  tell  me  what  will 
determine  that  ceiling? 

Mr.  GOLDIN.  Our  assessment  of  the  efficiencies  that  could  be  in- 
volved in  consolidating  contracts,  the  efficiencies  that  should  be  in- 
volved in  providing  accountability  without  having  different  govern- 
ment organizations  and  different  contractor  organizations  not  hav- 
ing responsibility  for  critical  safety  issues,  and  the  efficiencies  that 
will  accrue  when  we  get  the  government  out  of  the  direct  operation 
of  very  routine  operational  activities.  Those  will  be  the  determining 
factors. 

Mr.  Hall.  Whatever  that  target  is  then,  if  you're  unable  to  reach 
an  agreement  with  the  Alliance,  you're  prepared  to  walk  away  from 
it? 

Mr.  GOLDIN.  Yes,  sir. 

Mr.  Hall.  And  you're  contractually  prepared  to  walk  away  from 
it? 

Mr.  GOLDIN.  We  are  prepared  to  do  that,  so  this  is  not  going  to 
be  a  love  fest. 

On  the  other  hand,  we  have  confidence  that  the/U  work  with  us. 

But  I'd  like  to  add  one  other  thing,  Mr.  Hall.  I  went  down  to 
Cape  Kennedy  and  I  met  with  the  leaders  of  the  different  contrac- 
tors down  there,  and  they  made  one  plea  to  me. 

And  that  plea  was,  don't  give  us  a  specific  cost  target  because 
then  what  we'll  do  is  we're  going  to  eliminate  jobs  and  eliminate 
tasks  and  create  safety  problems. 

And  I  don't  want  to  feel  that  I'm  not  being  responsive  to  you,  but 
I  feel  that  we've  got  to  be  in  an  atmosphere  where  they  will  give 
their  best  shot  of  what  they  think  to  do,  and  they  should  not  bid 
to  satisfy  some  number  that  NASA  has  because  that'll  violate  a 
basic  safety  concept  and  the  commitment  I  made  to  them. 

Mr.  Sensenbrenner.  The  time  of  the  gentleman  has  expired. 

The  gentleman  from  Florida,  Dr.  Weldon. 

Mr.  Dave  Weldon.  I  thank  the  Chairman. 

I  guess  I'd  like  to  start  out  by  saying  that  any  criticism  that  I 
may  have  about  how  this  came  about  is  in  no  way  to  imply  that 
I  do  not  very  much  support  the  staff  at  Kennedy  currently  working 
on  the  Rockwell  and  the  Lockheed  contracts.  And  it  was  indeed  my 
opinion  from  the  start  that  in  order  to  maintain  safety  of  shuttle 
operations,  it  would  probably  be  best  if  one  or  both  of  those  compa- 
nies remained  on  the  program. 

And  I  do  want  to  thank  the  Chairman  for  asking  for  this  hearing, 
because  I  think  I'm  already  coming  away  with  a  better  understand- 
ing of  how  this  process  evolved  in  ultimately  selecting  USA. 

I  do  have  a  couple  of  questions  I  do  want  to  direct  your  way,  Mr. 
Goldin,  and  one  of  them  is  did  you,  in  the  process,  when  you  began 
all  this,  did  you  ask  any  of  those  bidders,  the  other  three  that  you 
down  selected  to,  if,  in  their  proposal,  they  were  demonstrating  an 
ability  to  maintain  safety  and  schedule  while  they  went  through 
this  competitive  process  and  basically  deal  with  the  problem  that 
you  brought  up  here  in  your  chart  in  terms  of  these  milestones  that 
you  have  to  meet. 
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Did  you  ask  them  if  they  were  going  to  be  able  to  do  that? 

Mr.  GOLDIN.  Yes.  We  asked  them  to  give  us  their  assessment  of 
how  they  would  handle  this  transition. 

Mr.  Dave  Weldon.  What  kind  of  response  did  you  get  form 
them? 

Mr.  GOLDIN.  I  did  not  see  the  detailed  response,  but  I  got  the 
input  from  the  SEB. 

Mr.  Dave  Weldon.  What  was  that? 

Mr.  GOLDIN.  And  the  sense  was  that  the  other  contractors,  given 
their  experience  levels  and  given  their  inputs,  could  not  effectively 
maintain  schedule  and  safety  to  our  level  of  confidence. 

And  I  believe  in  the  written  testimony,  I  have  a  detailed  list  of 
the  questions  that  we  asked  them  in  that  solicitation. 

Mr.  Dave  Weldon.  Well,  obviously  the  area  of  concern  that  we 
have  here  on  the  Committee  is  are  the  interests  of  the  taxpayers 
sufficiently  protected.  And  that  leads  me  to  my  next  question  which 
is  how  you  will  construct  a  contract  to  make  sure  that,  you  know, 
the  single  prime  contractor  selected,  USA,  is  going  to  be  penalized 
if  they  do  not  meet  safety  requirements  or  they  do  not  meet  sched- 
ule requirements,  being  that  we're  bypassing  the  full  and  open 
competitive  process. 

Mr.  GOLDIN.  We  are  going  to  put  clauses  in  there. 

And  let  me  come  back  to  what  Dr.  Littles  testified  to.  Our  num- 
ber one  priority  is  safety,  followed  by  meeting  the  manifest,  fol- 
lowed by  cost  in  that  priority.  But  you  can't  pass  safety. 

So  we  are  going  to  put  in  a  variety  of  safety  clauses  in  the  con- 
tract. We  will  work  with  them  jointly  on  metrics.  And  Dr.  Littles 
submitted  a  preliminary  set  of  metrics  we  might  consider,  but  we 
will  openly  look  at  that. 

To  make  sure  that  it's  not  just  NASA's  wisdom,  we  are  going  to 
work  with  the  Aerospace  Safety  Advisory  Board,  which  we  don't 
even  appoint;  this  is  appointed  by  the  Congress,  and  we're  going 
to  ask  them  to  work  with  us  through  this  process  so  that  we  have 
an  outside  view,  outside  of  NASA,  that  is,  of  do  we  have  the  right 
principles  in  place  in  the  contract  to  assure  safety. 

So  I  know  you've  been  concerned  about  having  outside  oversight 
of  this,  and  I  think  the  Aerospace  Safety  Advisory  Board  is  in 
place.  We  have  asked  them,  on  a  continuing  basis,  to  look  at  it,  and 
we  will  solicit  their  help  during  the  development  of  our  position  on 
how  to  award  or  punish  with  fee  on  the  issue  of  safety. 

Mr.  Dave  Weldon.  Now  that  you've  made  this  decision,  are  you 
going  to  be  getting,  as  you  proceed  over  the  upcoming  months,  USA 
involved  in  establishing  the  management  structure  for  ultimately 
implementing  the  contract,  as  opposed  to  you  at  NASA  dictating 
how  the  structure  ought  to  be  constructed?  Are  you  going  to  be 
working  with  them  in  order  at  least  to  meet  the  budget  targets 
that  we're  talking  about? 

Mr.  GOLDIN.  First,  let  me  say,  we  will  not  talk  to  them  until  we 
have  concurrence  under  the  determination  and  findings.  There  will 
be  no  discussion. 

After  we  have  concurrence  on  the  determination  and  finding,  we 
will  begin  discussion  on  the  statement  of  work  in  the  RFP,  just  to 
get  their  comments. 
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We're  going  to  state  a  position  in  that,  and  we'll  try  and  factor 
in  some  of  their  thoughts.  We're  going  to  send  out  a  proposal,  an 
RFP,  and  we're  going  to  ask  for  a  formal  proposal.  If  they  disagree 
with  the  approach  that  we  have  taken  in  the  RFP,  we  will  say,  if 
you  disagree,  tell  us  why  you  disagree  and  formally  state  your  area 
of  disagreement  and  tell  us  how  you  could  do  it  better. 

And  then  we  will  see  if  we  agree  or  disagree  with  them. 

It  will  be  a  very  formal  process. 

I  want  you  to  understand  this  is  not  going  to  be  a  set  of  informal 
discussions  among  people.  It  will  be  a  very  disciplined  proposal  ap- 
proach and  we  will  treat  it  as  though  we  had  a  competitive  com- 
petition. So  there  will  be  formal  discussions  and  that  will  form  the 
basis,  their  proposal  and  our  comments  will  form  the  basis  for  ne- 
gotiations. 

Mr.  Dave  Weldon.  Do  you  think  there  would  have  been  any 
benefit  from  receiving  competing  proposals  to  achieve  safety  im- 
provements under  the  single  prime? 

Mr.  GOLDIN.  Given — let  me  say  this.  If  we  ran  a  competition,  and 
weren't  constrained  by  bringing  the  prime  contractor  on  board  at 
least  a  year  before  the  first  launch  of  the  shuttle,  maybe.  But  given 
the  fact  that  we  have  to  launch  that  Space  Station  element  in  De- 
cember of  1997,  I  feel  it  would  take  a  couple  of  years  for  the  other 
contractors,  however  experienced  they  were,  to  work  with  the  shut- 
tle team  to  really  come  up  to  speed  to  be  able  to  make  the  contribu- 
tions they'd  have  to  make. 

So  given  the  time  constraints  we  had,  no,  I  don't  think  we  would 
have  got  a  safer  system. 

Mr.  Dave  Weldon.  Thank  you. 

Mr.  Sensenbrenner.  The  gentleman's  time  has  expired. 

The  gentleman  from  California,  Mr.  Brown. 

Mr.  Brown.  Thank  you  very  much,  Mr.  Chairman. 

May  I  just  offer  a  comment  to  the  other  members  of  the  sub- 
committee that  one  of  the  values  of  this  hearing  of  course  is  the 
opportunity  it  gives  us  all,  during  a  period  which  is  critical  to  the 
space  program  and  to  the  transitions  taking  place,  to  understand 
what  is  driving  some  of  these  things  so  that  next  year,  when  we 
come  back,  we  can  remind  Mr.  Goldin,  or  two  or  three  years  from 
now,  that  this  is  what  he  said  at  a  certain  time,  and  why  can't  we 
expect  that  he  has  achieved  the  goals  that  he  set  forth. 

In  other  words,  the  continuity  of  our  own  Committee  operations 
are  very  important  to  this  process. 

Mr.  Goldin,  your  assumptions  about  a  loss  of  continuity  if  you 
were  to  compete  the  program  are  obviously  based  on  the  assump- 
tion that  another  set  of  contractors  would  win  the  competition  and 
then  there  would  be  a  transitional  period. 

Why  is  it  that  you  think  that  another  set  of  contractors  could 
come  in  and  bid  lower  than  the  two  contractors  now  doing  the  work 
and  who  should  be  the  most  conversant  with  the  opportunities  for 
cost  savings  and  for  maintaining  the  schedule  properly? 

Mr.  Goldin.  You  never  know  what's  going  to  happen,  but  it  was 
our  assessment  that  given  the  amount  of  time  we  had,  the  other 
contractors  would  have  a  very  difficult  time.  But  let's  say  they  put 
in  a  credible  proposal.  We  would  have  to  consider  it.  It  would  have 
to  be  considered.  We  just  couldn't  throw  it  out  of  hand. 


272 

And  if  we  were  to  select  one  of  those  contractors,  we  would  be 
very  concerned  about  this  schedule  risk.  That  was  the  issue. 

Mr.  Brown.  Well,  the  slippage  would  not  be  due  to  the  competi- 
tive process,  it  would  be  due  to  the  transition  to  another  contractor 
who  bid  lower  than  the  two  very  competent  contractors  already  on 
the  job. 

I'm  trying  to  analyze  why  you  thought  they  couldn't  compete  suc- 
cessfully. 

Mr.  GOLDIN.  Well,  there  are  a  number  of  other  factors,  and  let 
me  just  lay  a  few  of  them  on  the  table. 

In  retrospect,  after  we  got  through  this  process,  we  thought  that 
if  there  was  a  competitive  process,  that  it  could  slip  beyond  Sep- 
tember 1996,  and  if  it  wasn't  due  to  the  proposal  process — let  me 
cite  a  figure  to  you — NASA  I  believe  has  had  204  protests  after 
we've  awarded  a  contract.  Two  of  them  have  been  sustained. 

On  a  program  this  large,  in  my  mind,  given  the  track  record  that 
we  have,  we  could  never  get  out  of  the  starter's  box.  Someone  was 
going  to  protest,  and  then  we  would  be  another  six  months,  and  it 
would  further  complicate. 

Now  I  don't  want  to  tell  the  contractors  what  to  do  or  what  not 
to  do,  but  at  a  certain  point  in  time,  we  have  to  say,  we're  going 
to  hold  to  the  schedule,  and  this  is  the  obligation  I  have  as  Admin- 
istrator. So  there  are  a  whole  variety  of  issues  that  would  come  up. 

The  other  part  of  the  problem  is  that  it  would  be  very  difficult 
to  have  communication  during  this  critical  process.  Thej^U  need  in- 
formation fi*om  Rockwell  and  Lockheed,  and  that  information 
transfer  would  be  stifled  and  that  would  further  cause  complica- 
tions and  I'm  afraid  would  cause  it  to  take  more  time. 

Mr.  Brown.  Well,  I  think  we  can  all  agree  that  if  you  had  to 
make  a  major  change  in  contractors,  it  would  take  more  time. 

I'm  trying  to  probe  why  you  think  the  obviously  best-qualified 
contractors,  by  virtue  of  the  fact  the^re  doing  the  job,  would  lose 
on  a  bid  process. 

Mr.  GOLDIN.  As  I  said  in  my  opening  statement,  the  easy  thing 
for  us  to  do  was  to  let  nature  take  its  course  and  go  let  a  competi- 
tion happen. 

Mr.  Brown.  Well 

Mr.  GOLDIN.  No,  but  let  me  finish.  That  would  have  been  the 
case,  and  we  could  have  had  some  stalking  horses.  And  let  me  the- 
orize that  some  companies  might  have  wanted  to  satisfy  NASA  by 
being  a  stalking  horse  and  putting  in  a  proposal.  That  could  have 
happened. 

I  don't  know  what  could  happen,  but  I  do  know  that  time  would 
pass  by,  we  would  be  at  an  arm's  length  distance  for  a  year,  and 
let's  say  USA  were  to  win.  We  wouldn't  be  able  to  talk  to  them  for 
a  year  while  we  have  a  whole  series  of  events  going  on. 

And  that  again  was  another  factor  that  was  in  our  consideration. 
Now  when  you  start  with  a  clean  sheet  of  paper,  you  don't  have 
these  issues  and  concerns.  But  these  are  the  pragmatic  issues,  and 
I  didn't  want  to  sit  before  this  Committee  a  year  from  now  and  say, 
oh  my  god,  we're  slipping  the  space  station.  I  made  a  commitment 
to  you  that  we  would  not  slip  that  schedule,  and  I  didn't  want  us 
to  have  an  excuse. 
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Mr.  Brown.  Well,  Mr.  Goldin,  I'm  inclined  to  support  your  posi- 
tion here,  but  I  don't  think  you're  justifying  it  in  the  best  possible 
way.  And  part  of  our  job  is  to  be  able  to  justify  it  in  the  best  pos- 
sible way. 

And  this  is  why  I'm  asking  these  kinds  of  questions. 

Mr.  Sensenbrenner.  The  gentleman's  time  has  expired. 

The  gentleman  from  Indiana,  Mr.  Roemer. 

Mr.  Roemer.  Thank  you,  Mr.  Chairman. 

Good  morning,  Mr.  Goldin. 

I  want  to  get  back  to  your  comment  about,  you  know,  you  said 
in  your  opening  statement  that  you  love  competition,  j'^et,  with  the 
Space  Station,  you  went  to  Boeing  for  the  prime  contract,  single 
source. 

You  went  in  this  contract  without  competition  on  the  Space  Shut- 
tle. 

Seems  like  the^re  two  very  different  instances.  In  the  first  in- 
stance, with  the  Space  Station,  it  appears  that  you  may  be  able  to 
deliver  with  a  developmental  project  that's  going  to  be  developed 
in  a  couple  of  years,  that  you  can  negotiate  with  them,  that  the  le- 
verage is  on  your  side.  That  if  things  break  down,  you  can  always 
then  try  to  get  a  better  price  or  reopen  negotiations. 

It  seems  like,  and  you've  almost  admitted  that  what  has  driven 
your  decision  to  go  to  no  competition  this  time  has  been  the  Space 
Station.  And  that  they  have  the  leverage  now.  You  don't  have  the 
leverage  at  this  point  to  try  to  get  the  best  cost. 

I  guess  apart  from  that,  many  people  on  this  Committee  are  try- 
ing to  stress  to  you  that  the  numbers  should  not  sacrifice  safety 
and  that  we  want  you  to  continue  to  put  safety  for  the  Space  Shut- 
tle at  the  highest  priority,  and  to  develop  the  best  metrics  and  best 
measurements  to  do  that. 

Given  that,  the  Space  Station  contract  was  about  five  months 
over  the  deadline.  You  expect  to  meet  the  deadline  with  this  par- 
ticular negotiation? 

Mr,  Goldin.  Yes,  we  do. 

Mr.  Roemer.  And  how  long  will  that  be? 

Mr.  Goldin.  We're  shooting  for  September  of  1996  and  if  these 
negotiations  drag  on  a  significant  amount  of  time,  that  will  be  a 
factor  in  breaking  them  off. 

Now  again  I  want  to  come  back  to  you  and  say,  we  do  have  lever- 
age. We  do  have  leverage. 

Mr.  Roemer.  But  you  just  said  you  don't  want  to  delay  the  Space 
Station,  which  would  increase  the  cost  of  the  Space  Station  and 
cause  you  problems  for  the  ceiling  that  Congress  has  put  on  the 
cost  of  the  Space  Station  in  annual  appropriations. 

Mr.  Goldin.  That  is  correct 

Mr.  Roemer.  That's  a  lot  of  leverage. 

Mr.  Goldin.  [continuing]  — because  the  shuttle  takes  up  the 
Space  Station.  That's  a  lot  of  leverage  but  the  fact  of  the  matter 
is,  if  they  don't  perform  in  the  negotiations,  we  have  the  option  of 
breaking  off  the  negotiations  and  going  a  different  way. 

Mr.  Roemer.  In  the  event  of  a  space  shuttle  being  lost  or  dam- 
aged, what's  the  contractor's  liability? 
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And  secondly,  how  would  a  decision  be  made  to  resume  flights? 
Who  makes  that  decision?  And  what  kind  of  participation  would 
NASA  have  in  that  decision? 

Mr.  GOLDIN.  First,  as  I  said,  we  have  not  yet  come  up  with  the 
terms  and  conditions  that  we're  recommending  for  the  fee  provi- 
sions of  that  contract. 

And  keep  in  mind,  this  is  the  first  step  in  privatization. 

We're  outsourcing  work  that  the  government  would  normally  do 
as  part  of  this  process.  The  contractor  does  not  have  ownership  of 
the  shuttle.  The  ownership  of  the  shuttle  remains  with  the  United 
States  Government,  so  we're  talking  about  a  cost-type  contract  and 
we're  talking  about  the  fee  associated  with  it. 

We  will  consult  with  the  Advisory  Board  as  to  appropriate  provi- 
sions in  these  terms  and  conditions  to  assure  we  have  maximum 
focus  on  safety.  So  that  is  the  gate  through  which  we  will  pass  be- 
fore we  go  out  with  the  RFP. 

Mr.  ROEMER.  But  you  can't  be  any  more  definite  in  terms  of  the 
liability  and  risk  at  this  point? 

Mr.  GOLDIN.  Only  to  say  that  there  will  be  significant  penalties 
for  significant  problems  with  the  shuttle. 

Mr.  RoEMER.  I  would  hope  you  would  continue  to  be  in  touch 
with  the  Committee  as  your  position  evolves  on  this. 

Mr.  GOLDIN.  We  shall  do  that. 

Mr.  RoEMER.  Mr.  Paul  Johnston,  Chairman  of  the  Aerospace 
Safety  Advisory  Panel,  has  said  in  testimony  that  the  shuttle  is 
going  to  need  to  be  redesigned.  Components  that  are  no  longer 
manufactured  are  going  to  need  to  be  repaired  and  so  forth. 

Under  a  single  prime  contract,  will  the  contractor  assimie  the 
task  of  procuring  hardware  such  as  shuttle  external  tank  and  the 
solid  rocket  boosters? 

Mr.  GOLDIN.  We  have  a  phased  approach,  again  to  do  things  very 
deliberately  to  assure  continuity  and  safety. 

In  the  first  phase,  we're  going  to  just  consolidate  the  contracts 
that  both  Rockwell  and  Lockheed-Martin  have. 

In  the  second  phase,  we  will  then  consolidate  those  routine  oper- 
ations contracts  that  they  do  not  have  that  other  contractors  have. 

In  the  process  we,  NASA,  will  be  responsible  for  some  of  the  sig- 
nificant developments  that  are  going  on  right  now  that  the  head  of 
the  Aerospace  Safety  Advisory  Board  had  indicated  we  ought  to  be 
doing.  That  will  be  under  NASA  control. 

As  a  development  is  complete  and  it  goes  into  normal  production, 
we  will  then  transition  those  contracts  to  the  shuttle  prime  con- 
tractor. 

Should  new  developments  come  up  as  we  go  along,  NASA  will 
maintain  the  responsibility  for  the  development  and  then,  when  it's 
in  a  routine  production  phase  and  we  feel  it's  appropriate  to  safely 
transmit  it  to  the  prime  contractor,  we  shall  do  that. 

So  again  I  want  to  come  back  and  assure  you,  we  have  heard 
what  this  Committee  said  and  we're  going  to  be  very  deliberate  in 
how  we  approach  this  process. 

Mr.  Sensenbrenner.  The  gentleman's  time  has  expired. 

Mr.  Roemer.  Mr.  Chairman,  could  I  just  say,  I  have  some  other 
questions  I  want  to  submit  for  written  answers. 

Is  that  appropriate? 
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Mr.  Sensenbrenner.  Without  objection,  the  gentleman  can  sub- 
mit his  remaining  questions  in  writing,  which  we  would  ask  Mr. 
Goldin  to  respond  to,  or  he  can  wait  around  for  the  second  round 
of  questions,  because  I  have  a  few  too. 

Mr.  ROEMER.  Can  I  make  one  further  request  of  the  Chairman? 

Could  I  just  ask  the  Administrator  if  we  could  get  copies  of  the 
Statement  of  Work  and  the  RFP  when  it's  appropriate? 

Mr.  Goldin.  Yes,  sir. 

Mr.  RoEMER.  Thank  you,  Mr.  Chairman. 

Mr.  Sensenbrenner.  The  gentleman  from  Kansas,  Mr.  Tiahrt. 

Mr.  Tiahrt.  Thank  you,  Mr.  Chairman. 

Mr.  Goldin. 

It's  a  concern  of  mine  about  when  you  go  sole  source,  I  guess  you 
try  to  avoid  some  of  the  protests  that  come  often  when  you  have 
a  competitive  bid,  two  compete  against  each  other,  one  is  selected, 
the  other  one  feels  that  they  were  in  some  way  not  evaluated  prop- 
erly, or  for  some  reason  file  a  protest. 

Do  you  think  that  your  current  plan  is  going  to  save  us  money 
by  avoiding  the  protest  procedures  that  normally  occur? 

Mr.  Goldin.  It  is  a  pretty  high  possibility.  I  just  recited  the  pro- 
tests that  we  have  received.  According  to  our  procurement  head,  we 
have  received  204  protests  over  the  last  five  years,  two  of  which 
have  been  sustained  by  the  GAO. 

Mr.  Tl^rt.  So  there  has  been  a  lot  of  wasted  effort? 

Mr.  Goldin.  I  would  say  that. 

Mr.  Tiahrt.  When  you  go  to  a  sole  source,  though,  there  is  some 
concern  that  you're  going  to  get  the  best  value. 

I  think  you  have  confidence  that  you're  going  to  get  the  best 
value  through  this  means  or  you  wouldn't  have  pursued  it. 

Could  you  kind  of  give  me  an  idea  of  how  you  think  you're 
going — how  we're  going  to  hold  contractors  accountable  for  doing 
the  best  job? 

Mr.  Goldin.  I  believe  we're  going  to  get  best  overall  value  to  the 
government  because  we're  not  just  looking  at  best  value  for  this 
contract  but  we're  looking  for  best  value  for  the  human  space  flight 
program. 

And  we  believe  that  the  USA  Company  has  the  really  best 
knowledge  to  do  this.  They  have  a  deep  understanding  of  the  oper- 
ations involved.  They  are  working  on  69  percent  of  the  total  con- 
tracting dollars  right  now. 

They  have  been  very  cooperative  over  the  last  few  years,  as  we've 
strove  to  get  efficiencies.  They  have  not  been  reluctant  to  work 
with  us.  They  have  been  very  conscious  about  safety. 

So  looking  at  the  positive  aspects,  that's  the  issue. 

But  let  me  come  back  and  assure  you  that  we  will  not  drive  the 
cost,  and  if  we're  dissatisfied  with  the  safety  approach,  if  we're  dis- 
satisfied that  they're  not  giving  us  value  on  this  shuttle  operations 
contract,  we  will  break  off  negotiations,  and  we  will  have  to  repro- 
gram  NASA  funds  to  make  up  for  the  difference  in  the  savings  we 
thought  we'd  have. 

So  we're  not  going  to  be  in  a  position  to  say  we  will  have  to  do 
whatever  they  tell  us  to  do  and  be  held  under  the  gun.  Now  that 
isn't  to  say  we  don't  think  we  could  work  with  them,  but  I  want 
you  to  understand  that  we  have  an  ability  to  break  off  the  negotia- 
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tions  if  we're  dissatisfied.  We  don't  desperately  need  to  do  this,  but 
it  will  cost  us  more  and  we'll  have  to  deal  with  it  in  our  overall 
budget  process. 

Mr.  TiAHRT.  You  have  quite  a  history  in  this  part  of  the  program 
of  what  costs  are,  so  you  could  probably  project  those  in  a  reason- 
able fashion,  which  would  help  you  during  the  negotiations. 

In  your  efforts  to  streamline,  I  hope  that  you  give  the  contractors 
room  to  work  so  that  they  aren't  burdened  by  a  lot  of  people  look- 
ing over  their  shoulder.  I  think  that's  been  one  of  the  problems. 

If  I  look  at,  for  example,  when  we  buy  a  commercial  aircraft  in 
this  country,  United  Airlines  has  one  guy  in  Seattle  to  accept  the 
747. 

When  Air  Force  One  came  through  the  pipeline,  they  had  some- 
where around  500  government  people  accepting  the  same  airframe 
basically.  In  other  words,  there  were  some  differences  as  far  as  se- 
curity and  communications  but  we  have  a  tendency  I  think  in  this 
government  to  overburden,  and  I  think  that  through  your  stream- 
line process  and  perhaps  this  method  in  contract  are  avoiding  some 
of  that  over  bearing  oversight. 

Mr.  GOLDIN.  We  agree  with  you.  And  in  fact,  in  a  number  of  the 
critical  contracts  we  have  now,  Dr.  Littles  pointed  out  last  time, 
some  contracts  we  have  hundreds  of  people  with  direct  day  to  day 
oversight,  and  in  other  places  on  very  high  technology  issues  for 
very  large  chunks  of  the  program,  like  the  shuttle  main  engine,  we 
only  have  ten  people  in  the  plant  out  at  Rockwell  where  in  other 
places  we  have  hundreds  and  hundreds  of  people. 

So  this  is  the  approach  we  intend  to  pursue,  and  the  other  bene- 
fit of  this  process  is,  with  the  less  oversight,  we're  giving  more  ac- 
countability and  responsibility  to  the  contractors,  and  therefore  we 
will  be  able  to  downsize  the  civil  service  work  force  and  that  is  a 
factor  in  the  savings  that  we're  counting  on. 

Mr.  TiAHRT.  Well  good  luck,  and  God  speed. 

Thank  you,  Mr.  Chairman. 

Mr.  Sensenbrenner.  The  time  of  the  gentleman  has  expired. 

The  gentleman  from  Alabama,  Mr.  Cramer. 

Mr.  Cramer.  Thank  you,  Mr.  Chairman. 

Welcome,  Mr.  Goldin,  one  more  time. 

Very  quickly,  the  Space  Shuttle  program  of  course  has  been  a 
vital  to  the  Space  Program,  particularly  the  Space  Station.  And 
Marshall  Space  Flight  Center  of  course  plays  a  critical  role  in  the 
program. 

We're  today  talking  to  you  a  good  bit  about  costs,  cost  saving. 
That's  important.  Safety  is  of  course  more  importemt.  So  those  are 
two  themes  that  I  want  to  point  out  are  important. 

But  I  would  like  you  to  talk  to  us  a  bit  about  the  transition  into 
this  contract. 

Will  there  be  a  downsizing  and  restructuring  phase? 

I  assume  that  NASA  will  manage  that. 

What  will  be  the  job  impact  as  we  make  the  transition  into  this 
contract? 

Mr.  Goldin.  We're  going  to  do  this  in  a  phased  manner,  and  Dr. 
Littles  had  talked  about  this.  But  let  me  summarize  some  of  the 
things  we're  looking  at. 
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We  intend  to  keep — first  of  all,  we  don't  know  the  final  and  exact 
numbers  of  how  many  contractors  and  how  many  civil  servants 
until  we  jointly  negotiate  a  contract  that  looks  at  all  the  tasks,  be- 
cause the  contractors  may  have  some  very  significant  ideas  that  we 
haven't  considered  yet. 

When  we  come  to  agreement  on  all  the  tasks,  and  how  we're 
going  to  improve,  equal  or  improve  safety,  then  we'll  be  having  a 
transition  that  we'll  execute. 

We're  preparing  a  preliminary  transition  plan  which  should  be 
available  early  next  year,  but  we  will  have  to  update  that  plan  de- 
pending upon  the  negotiations  of  the  contract. 

We  are  going  to  seek  the  oversight  of  the  Aerospace  Safety  Advi- 
sory Board  before  we  actually  execute  these  activities. 

And  again,  I  think  Dr.  Weldon  has  been  very  interested  in  seeing 
that  there's  some  oversight  involved,  and  we're  committed  to  doing 
that. 

And  then  we  intend  to  keep  the  government  employees  that 
eventually  will  come  off  the  contract  on  board  to  train  the  contrac- 
tor. So  during  that  transition  phase,  we're  going  to  have  quite  a 
few  people  on,  but  we  have  to  have  a  smooth  transition. 

We  will  be  relying  on  our  Safety  and  Mission  Assurance  Organi- 
zation and  our  Engineering  Organization  to  put  some  points  in  the 
process  where  we  can  test  and  see  have  we  gotten  to  a  stable  condi- 
tion, a  robust  condition  on  safety  and  operations,  and  could  we  now 
begin  the  phase  down  of  the  employees.  So  there  will  be  check- 
points along  the  way  to  establish  we're  doing  this  in  an  appropriate 
and  a  deliberate  manner. 

Mr.  Cramer.  As  you  do  that,  would  you  anticipate  any  revised 
roles  or  missions  for  the  various  space  centers  that  are  involved  in 
this  already? 

Mr.  GOLDIN.  At  the  present  time,  we  don't  see  it.  We  just  don't 
see  it. 

We  will  wait  and  see  what  the  contractors  have  to  say  because 
they  will  be  motivated  to  give  us  the  safest  system  at  the  lowest 
possible  cost,  so  we'll  have  to  see  what  they  say. 

I  will  be  surprised  to  see  any  change  in  the  roles  and  responsibil- 
ities of  the  centers. 

Mr.  Cramer.  Do  you  have  a  formal  statement  of  work  for  this 
contract  yet? 

Mr.  GOLDIN.  It  should  be  available  early  next  year?  December 
7th. 

Mr.  Cramer.  December  7th,  within  a  couple  weeks. 

Mr.  GOLDIN.  There'll  be  a  draft  available  and  we  will  share  this 
with  the  Committee. 

Mr.  Cramer.  How  long  do  you  expect  this  contract  to  run  once 
it's  negotiated? 

And  what  options  for  renewal  will  there  be? 

Mr.  GOLDIN.  We  haven't  finalized,  but  the  first  phase  of  the  con- 
tract will  probably  be  through  completion  of  Space  Station  assem- 
bly, and  then  there  will  be  options,  one  or  two  options. 

So  overall,  the  contract,  the  first  phase  will  probably  be  on  the 
order  of  five  years,  and  overall  it  would  be  ten  years.  But  there 
would  be  an  option  after  five  or  six  years,  and  it  would  give  us 
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plenty  of  time  to  make  a  decision  to  see  if  this  is  the  right  ap- 
proach. 

And  if  we  decided  to  recompete  this  contract,  what  we  would  do, 
a  few  years  before  the  point  of  executing  the  option,  we  could  and 
we  would  bring  on  a  number  of  other  potential  competitors  through 
open  solicitation,  and  give  them  a  chance  to  really  come  up  to 
speed.  And  then  we  could  have  a  real  bona  fide  competition  at  that 
point  in  time. 

But  we  would  reserve  that  option  until  a  few  years  before  the  op- 
tion would  be  executed. 

Mr.  Cramer.  With  regard  to  the  Space  Station  prime  contract,  I 
believe  there  was  a  drag  factor  as  Boeing  negotiated  with  sub- 
contractors. 

Can  you  compare  this  process  with  that? 

Mr.  GOLDIN.  That  was  a  development  contract.  This  is  an  oper- 
ational contract.  And  we  have  a  very  good  knowledge  of  this. 

I  don't  think  we'll  have  that  same  drag  factor.  However,  I  think 
we  may  have  a  circumstance  develop  with  some  of  the  contractors 
may  refuse  to  accept  subrogation  to  a  lower  level.  And  we  may 
have  to  terminate  some  of  those  contracts  for  convenience,  and  that 
is  a  possibility. 

Mr.  Cramer.  I  yield  back  my  time. 

Thank  you,  Mr.  Chairman. 

Mr.  Sensenbrenner.  The  gentleman  from  Florida,  Mr.  Foley. 

Mr.  Foley.  Yes,  thank  you  very  much,  and  I  apologize  for  not 
being  here. 

But  I  understand  for  the  record,  July  27th  was  the  first  you 
knew  about  the  arrangement  between  the  parties? 

Mr.  GOLDIN.  Yes,  they  made  a  public  statement. 

Mr.  Foley.  Did  you  personally  have  any  conversation  with  Rock- 
well or  Lockheed-Martin  employees  concerning  formulation  of  such 
an  alliance  prior  to  that  date? 

Mr.  GOLDIN.  No,  I  did  not. 

Mr.  Foley.  Did  you  have  any  conversations  with  other  NASA  of- 
ficials concerning  the  formation  of  the  Lockheed-Rockwell  alliance 
prior  to  July  27th? 

Mr.  GOLDIN.  Well  people  came  in  and  speculated  that  it  might 
happen,  but  I  gave  no  direction  to  anyone  encouraging  it  or  dis- 
couraging it.  I  felt  it  was  inappropriate  for  NASA  to  tell  the  con- 
tractors what  to  do. 

Mr.  Foley.  Did  you  feel  anyone  else  in  NASA's  chain  of  com- 
mand had  participated  in  £iny  way? 

Mr.  GOLDIN.  None  to  my  knowledge. 

Mr.  Foley.  Did  NASA  tell  either  Lockheed-Martin  or  Rockwell 
that  it  could  sole-source  the  project  at  any  point  prior  to  that  date, 
July  27th? 

Mr.  GOLDIN.  Not  to  my  knowledge.  But  I'll  tell  you  what  I  was 
told  this  morning,  in  this  morning's  meeting,  and  I'll  tell  you  of  a 
conversation  I  had  with  the  CEO  of  what  was  then  Lockheed. 

Before  my  arrival  at  NASA,  I  was  told  that  NASA  had  encour- 
aged Lockheed  and  Rockwell  to  try  and  work  together  to  consoli- 
date things. 

Soon  after  I  became  NASA  Administrator,  I  had  a  visit  from  the 
chief  executive  officer  of  Lockheed,  who  indicated  to  me  his  tremen- 
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dous  displeasure  with  the  pressures  being  brought  on  by  that  im- 
pHed  pressure  from  NASA,  and  he  told  me  Lockheed  competed 
very,  very  hard  and  won  that  shuttle  processing  contract  at  the 
Cape,  and  he  felt  that  it  was  inappropriate  for  NASA  to  get  in  the 
middle  of  it. 

And  I  told  him  I  was  not  going  to  play  a  role  with  that  regard. 

Now  since  that  time,  if  NASA  employees  have  talked  to  them, 
I'm  unaware  of  it,  but  I  couldn't  certify  to  you  today  that  no  con- 
versations occurred. 

Mr.  Foley.  When  did  you  first  hear  from  NASA  officials  about 
the  potential  alliance? 

Mr.  GOLDIN.  I  know  I  read  about  it  in  the  media.  That's  my 
recollection.  And  I  would  just  guess  within  a  month  or  two  of  that 
time. 

Mr.  Foley.  Because  it  would  seem  there'd  be  a  lot  of  press  in- 
quiries as  far  as,  you  know,  the  rumors  on  Wall  Street,  the  rumors 
going  back  and  forth  about  potential  business  contracts,  there 
would  be  some,  you  know,  pressing  by  the  media  of,  you  know, 
what  do  you  think,  or  are  you  encouraging  this.  Are  the  NASA  offi- 
cials participating  in  the  dialogue?  Is  it  something  the  government 
wants? 

Mr.  GOLDIN.  There's  no,  we  had  no  vested  interest  in  it  forming 
or  not  forming.  I  think  it  would  be  very  inappropriate  for  us  to  do 
that,  and  I  could  just  speak  for  myself.  I've  told  you  everything  I've 
heard. 

Mr.  Foley.  I  yield  back. 

Mr.  Sensenbrenner.  The  gentleman  from  Texas,  Mr.  Stockman. 

Mr.  Stockman.  Thank  you. 

Thank  you  for  coming  before  our  Committee.  I  appreciate  it. 

I  was  just  curious  and  have  one  question  following  up  on  that. 
Is  if  I  was  in  your  shoes  and  I  heard  about  that  some  kind  of  ar- 
rangement, did  your  curiosity  peak,  and  did  you  probe  and  try  to 
find  out  any  more  about  it? 

I  mean,  being  the  Administrator,  it  seems  like  if  you  read  about 
it  in  papers  and  stuff,  you'd  want  to  know  a  little  bit  more  about 
it,  wouldn't  you? 

Or  at  least  tip  off  the  Chairman  of  the  Committee  that  some- 
thing was  going  on? 

Mr.  GOLDIN.  I  want  to  tell  you,  I  have  so  many  things  that  I've 
got  to  concern  myself  with 

Mr.  Stockman.  Yeah,  but  I  mean,  that's  a  pretty  big  thing.  I 
mean,  so  you're  saying  no? 

Mr.  Sensenbrenner.  If  the  gentleman  will  yield,  I  was  tipped  off 
at  that  time.  Mr.  Goldin  didn't  have  to  spend  his  time  tipping  me 
off. 

Mr.  Stockman.  Oh,  okay. 

Mr.  Chairman,  I  wish  you'd  tipped  me  off. 

There  was  a  memo  sent  out  by  the  President,  referring  to  House 
Republicans  holding  the  Federal  employees  hostage. 

Are  you  aware  of  that  memo? 

Mr.  Goldin.  No. 

Mr.  Stockman.  You're  not? 

Is  it  a  policy  that  the  President  can  directly  send  memos  and  by- 
pass you? 
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Mr.  GOLDIN.  I  don't  know  what  you're  referring  to,  so. 

Mr.  Stockman.  Well,  my  wife,  as  you  know,  works  at  NASA  and 
it  was  a  memo  which  I  consider  very  denigrating  to  me  personally 
and  which  every  Federal  employee  received  a  memo. 

In  the  memo,  the  President  indicates  that  we  held  him  hostage, 
and  I  personally  want  to  tell  you  that  I  find  that  very  offensive, 
and  many  of  the  people  at  work  for  the  Federal  Government  found 
it  very  offensive,  and  we  received  many  calls  on  it. 

And  so  if  you  see  the  President,  I  think  that  we  should  keep  poli- 
tics out  of  the  work  place  of  Federal  employees  and  please  pass  it 
along  that  we  are  not  very  appreciative  of  that  memo  that  was  sent 
out.  I  thought  it  was  highly  political  and  inaccurate,  especially  at 
a  time  when  a  leader  of  this  world  was  assassinated,  to  insinuate 
the  Republicans  are  doing  similar  to  what  extremists  did  over  in 
Israel,  and  it  was  very  disturbing. 

And  I'd  like  to  submit  that,  if  I  could,  Mr.  Chairman,  the  memo 
for  the  record. 

Mr.  Sensenbrenner.  Without  objection. 

[The  following  information  was  received  for  the  record:] 
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Open  Letter  to  Federal  En^Ioyees 

front 

President  Otatoo  and  Vice  Preddent  Gore 

We  are  proud  of  tbe  people  ^o  work  fir  the  federal  govenmenL  Any  Portsoe  100 
oompany  wouLJ  be  Incky  to  hove  lucb  a  \M3ik  fi>roc  Your  wort  mika  all  Americans 
more  safe,  free,  and  prosperous.  We  are  glad  you  are  all  back  on  the  job. 

We  know  it  basnt  been  easy  &r  you,  woadflring  when  and  if  you  would  get  yosT  next 
paycheciL  And  ounycfyou  had  to  bear  the  iadlfnity  of  be^  called  *1>on'«ssentiaI,'' 
—  some  by  gjvQuiueot  critic^  some  even  by  yoof  own  s^^wvisofs.  Calling 
fiBiooghed  workers  noii<ssentiaIudeq>iyo£B»sive  and  just  piain  wrong.  TbeUw 
fined  OS  to  fiirioagfa  800.000  wockeis  wixose  jobs  were  not  of  an  smeiigBQi^  nimre. 
The  law  says  oofldng  about  "eBsendaL" 

No  one  could  sqriiiit  medical  leseardi  is  nao-esseodal.  OrhdpingAfflerioansgDto 
eoUeee.  Or  rehi^alitBting  a  imllioa  disabled  Anexjcans.  Or  snppoctine  the  widows 
and  orphans  of  vetsnns.  Or  ksqnngonr  drinking  water  &■&.  Oriecraiting  new 
vobmtMnfiv^^  armed  fbreet.  OranyafthalongfistofessestialeovenutteDt 
activities  that  had  to  be  temporariiyanspended.  bt^ahoctteratlhqr  were  not 
aneigeneies,sothelawpidubitBdthem.  Bnt  fliey  remain  cteaiiy  easential, 

Tou  an  know  tfast  tiie  low  under  which  most  of  the  govenunent  is  qwating  BxpirBs 
on  December  15th,  and  the  debate  that  led  to  the  Novenber  shut  down  is  not  over. 
We  cant  promise  yootiiatyonrjobs  end  your  fives  want  be  interraptBd  again.  Too 
mueb  is  at  stake  fsr  America.  Ifyou  are  held  hostage  again,  we  know  you  wonld  not 
want  us  to  fi)t6it  fte  nation^  fiiture  as  ranaoffl. 

So,  until  this  issue  b  settled  the  way  WB  settle  great  issues  in  a  demooaoy — throogh 
peeoefiil  debate  and  oorapromlse  —  yon  remain  good  people  caught  hi  what  Qiurehiil 
called  Ihe  worst  system  of  govoxunent  devised  hy  the  wit  of  man,  eaccept  &r  an  the 
otfacta."  And  wfaea  it  is  settled,  it  is  yon  federal  worixn  who  win  once  again  carry 
out  the  wiU  of  the  people,  who  wni  once  again  make  it  possibk  for  America  to  be  the 
winner.  We  salute  yon,  and  we  thank  yon. 

(sign*(9  (siffted) 

Bin  Clinton  AlGore 

Nowmber22, 1995 
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Mr.  Stockman.  Thank  you. 

I  have  another  question  regarding,  there's  a  lot  of  numbers  being 
tossed  around,  about  how  many  jobs  are  going  to  be  lost  either  in 
Florida  or  Texas. 

Has  USA  given  you  any  indication  of  how  many  they  thought  or 
think  may  be  lost? 

Mr.  GOLDIN.  I  can  only  tell  you  what  I  read  in  the  press.  USA 
claims  that  they'll  be  able  to  reduce  the  costs  by  a  billion  dollars 
a  year  below  what  we've  already  done. 

We  don't  know  how  they  could  do  that. 

As  I  said  before  you  came  in,  we  are  not  going  to  enter  into  any 
formal  discussions  with  USA  until  the  subcommittee  approves  the 
determination  and  finding,  or  concurs  with  it.  And  at  that  time, 
we'll  sit  down  and  talk  to  them  and  have  open  discussions. 

So  we  are  not  going  to  just  accept  what's  told  to  us.  We're  going 
to  go  through  each  and  every  issue.  We're  going  to  validate  that 
we're  going  to  maintain  safety,  we're  going  to  maintain  the  mani- 
fest schedule,  we're  going  to  do  the  right  things,  we're  going  to 
have  an  orderly  transition. 

We  think  they  have  their  heart  in  the  right  place,  but  we'll  have 
to  see  now  the  negotiation  process  will  proceed. 

Mr.  Stockman.  I  know  I'm  going  to  take  some  heat  back  in  the 
district  for  this,  but  I  think  that  your  work  in  doing  that  is  to  be 
commended.  I  know  you're  in  a  difficult  position  and  I  know  it's 
going  to  be  difficult  achieving  that. 

Do  you  think  that  there's  going  to  be  problems  regarding  the 
shuttle  and  station  operations  overlapping  at  all  in  terms  of,  you 
know,  what  pie  are  they  getting? 

Because  I  know  at  some  point,  you're  going  to  see  the  operations 
of  both  station  and  shuttle  get  closer  and  closer  together  as  we  get 
closer  to  launching  the  space  station. 

Mr.  GOLDIN.  There  is  one  significant  element  in  the  shuttle  oper- 
ations contract,  and  that's  a  contract  that  is  presently  held  by 
Rockwell  and  managed  by  NASA  out  at  JSC. 

We,  in  our  process  to  streamline  the  program, — well,  let  me  go 
back  in  time.  Rockwell,  a  few  years  ago,  won  the  station  operations 
contract  competitively.  That  was  a  competitive  win  on  their  part. 

And  then  we  saw  we  had  two  control  rooms,  one  for  the  station 
and  one  for  the  shuttle,  both  involved  with  Rockwell.  We  made  a 
decision  to  consolidate  down  to  one  mission  control  room.  And  in 
the  process,  we  saved  nonrecurring  $200  million  and  also  about  $50 
million  a  year  in  that  process. 

That  represents,  and  we  have,  could  you  put  the  pie  chart  back 
up  there?  On  the  station,  that  one. 

On  this  chart — and  this  is  in  my  written  testimony,  it's  Attach- 
ment Six — this  shows  what  would  be  available  for  competition  on 
the  space  station  in  the  year  2002  when  construction  is  complete. 

And  that  first  white  wedge  in  the  upper  right  between  about  1:00 
and  2:30  is  about  14  percent  of  the  overall  contract,  and  that  rep- 
resents the  work  they  do  in  crew  training,  in  operating  the  mission 
control  center. 

Now  if  we  wanted  that  competed,  we'd  have  to  compete  the  whole 
shuttle  operations  contract. 

Mr.  Stockman.  Do  you  think  that  you  should  then  require — 
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Mr.  Sensenbrenner.  The  gentleman's  time  has  expired.  The 
gavel  has  been  equally  applied  to  everybody  including  the  Chair- 
man. 

Mr.  Goldin,  I'd  like  to  ask  some  more  questions  relative  to  the 
joint  venture  agreement. 

In  your  written  testimony,  you  stated  that  both  the  sole  source 
and  competitive  award  contracts  would  be  made  in  September  of 
1996. 

Is  that  correct? 

Mr.  Goldin.  That  is  correct. 

Mr.  Sensenbrenner.  Then,  in  your  oral  testimony,  you  stated 
that  if  you  went  to  the  competitive  bid  route,  and  you  awarded  it 
to  someone  other  than  the  United  Space  Alliance,  there  would  be 
a  significant  schedule  slippage  which  would  result  in  cost  overruns 
in  the  shuttle. 

Did  I  hear  you  correctly  on  that  too? 

Mr.  Goldin.  There  could  be.  I  didn't  say  that  there  would  be.  I 
think  I  said  there  could  be,  and  that  was  a  concern.  We  would 
drive  to  the  same  date,  but  the  risk  factor  with  a  new  contractor 
would  be  higher  in  terms  of  completing  the  negotiations  by  that 
date. 

Mr.  Sensenbrenner.  Now  since  69  percent  of  the  dollar  amount 
and  83  percent  of  the  shuttle  operations  contracts  are  awarded  ei- 
ther to  Lockheed-Martin  or  to  Rockwell,  is  it  safe  to  assume  that 
the  institutional  memory  and  the  employee  expertise  is  kind  of  mo- 
nopolized by  the  two  firms  represented  in  the  Alliance? 

Mr.  Goldin.  I  would  say  that  69  percent  is  a  very  large  share 
and  they  have  a  lot  of  corporate  memory,  yes,  sir. 

Mr.  Sensenbrenner.  Don't  you  think  that  the  formation  of  this 
Alliance  kind  of  boxed  you  in? 

Mr.  Goldin.  It  certainly  took  some  flexibility  away. 

Mr.  Sensenbrenner.  Okay.  That  I  think  expresses  it  in  some 
different  words  than  I  did. 

I  am  concerned  that,  given  this  history,  and  the  Alliance  being 
formed  just  before  the  August  21st  meeting,  that  the  Federal  Trade 
Commission  will  have  some  bells  and  whistles  that  will  go  off  rel- 
ative to  this  conglomeration. 

Have  you  talked  to  the  Federal  Trade  Commission  and  do  you 
think  that  anjrthing  they  could  do  would  significantly  retard  the 
schedule  that  you're  talking  about? 

Mr.  Goldin.  I  have  not  personally  talked  to  them,  but  some 
members  of  our  legal  staff  have  met  with  them  and  answered  their 
questions. 

I  want  to  say  that  we  are  not  a  regulatory  agency,  and  we  are 
prepared  to  abide  with  whatever  decisions  the  FTC  comes  up  with. 

We  believe  we  can  work  with  Rockwell  Lockheed-Martin  and 
have  a  successful  negotiation.  We  believe  they're  very,  very  strong. 
We  think  they  could  do  the  job. 

Mr.  Sensenbrenner.  Well,  obviously  having  69  percent  and  83 
percent  of  the  two  ways  that  you  measure  the  contracts  for  the  ex- 
isting shuttle  operation,  they  have  been  doing  the  job  and  they 
have  been  doing  the  job  quite  well.  But  it  certainly  does  reduce  the 
type  of  competition  either  between  Rockwell  and  Lockheed-Martin 
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or  against  those  two  firms  from  some  other  firm  in  terms  of  being 
able  to  do  a  better  job. 

Isn't  that  correct? 

Mr.  GOLDIN.  I  can't  get  into  their  minds  to  see  what  they  decided 
to  do,  when  they  decided  to  make  this  AlHance.  I  Hke  to  always 
look  at  the  positive  side  and  say  that  they  saw  an  ability  to  help 
the  U.S.  Government  do  the  job  better,  and  they  felt  they  had  a 
better  idea,  a  better  widget  to  go  make  it  happen. 

Mr.  Sensenbrenner.  What  types  of  deadlines  have  you  set,  rel- 
ative to  the  negotiations  of  the  various  facets  of  this  contract  so 
that  if  it  does  fall  apart,  and  you  have  to  go  to  another  plan,  as 
you  have  said  repeatedly  in  this  hearing,  you  know,  when  are  the 
milestones  when  you  would  have  to  make  that  decision,  as  you  go 
in  the  process  of  negotiating? 

Mr.  GOLDIN.  My  recollection  is  that  we  will  have  the  formal  RFP 
out  some  time  in  Januar>',  and  the  proposals  in  by  April. 

Let  me  just  validate  that  with  Wayne. 

[Discussion  off  the  record.] 

Mr.  GOLDIN.  In  March.  I  stand  corrected.  And  then  we  will  evalu- 
ate those  proposals  and  go  through  a  very  logical  process,  and  if 
we  see  an  impasse  developing,  we  will  consult  with  this  Committee. 

Mr.  Sensenbrenner.  Thank  you  very  much. 

I  am  done  with  my  questions. 

Are  there  any  other  members  of  the  Committee  that  have  any 
questions? 

The  gentleman  from  Texas,  Mr.  Stockman,  is  recognized  for  five 
minutes. 

Mr.  Stockman.  Thank  you,  Mr.  Chairman. 

I  just  want  to  finish  up  the  question  that  you  didn't  get  a  chance 
to  answer. 

Was  did  you  think  it  would  be  appropriate  then  to  require  USA 
to  sign  a  no-compete  clause  on  the  space  station  operations  if  there 
is  some  overlap,  or  how  do  you  feel  about  that? 

Mr.  GOLDIN.  I  feel  confident — first  I'd  like  to  say,  I  believe  in 
wide  open  competition.  You  know,  I  come  fi'om  25  years  in  indus- 
try, and  every  job  that  my  company  had,  we  competed  for. 

I'd  like  to  see  wide  open  competition.  I  think  it's  the  best  thing 
for  this  country. 

In  some  circumstances  where  you  get  best  value,  you  have  a  spe- 
cific set  of  problems,  we  have  it  now.  But  I  think  it  falls  on  NASA's 
shoulders  to  assure  that  over  the  five  or  six  years  or  seven  years 
we  have  before  the  station  is  through  assembly,  we  ought  to  be 
bringing  other  companies  up  to  speed  to  have  a  wide  open  competi- 
tion, and  that  will  be  best  for  this  country,  and  that's  I  can't  com- 
mit future  administrators,  but  I  will  certainly,  so  long  as  I'm  here, 
and  try  and  leave  that  legacy  within  the  organization  to  assure 
that  we  bring  other  companies  up  to  speed  so  at  that  point  in  time, 
we  would  have  a  real  wide  open  competition. 

Mr.  Stockman.  Yes,  I  think  you  hit  the  nail  on  the  head,  that 
if  we  end  up,  if  USA  becomes  the  only  company  able  to  supply 
America's  space  needs,  then  we  fall  into  a  danger  where  anytime 
there's  a  monopoly,  the  costs  then  start  escalating  at  a  phenomenal 
rate. 
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And  my  concern  is  just  as  you  see  consolidation  in  different  in- 
dustries, and  particulariy  in  the  defense  and  space  industries,  that 
we're  seeing  less  and  less  competition  out  there  in  the  market.  And 
my  concern  is  there's  dwindling  competition,  you  may  end  up,  iron- 
ically end  up  like  where  we  had  Ma  Bell,  where  we  end  up  suing 
to  break  it  into  multiple  companies. 

Mr.  GOLDIN.  I  think  this  Committee  should  hold  NASA  account- 
able for  assuring  that  in  the  next  round,  there  will  be  wide  open 
competition,  and  we  should  be  taking  steps  early  on,  not  at  the  last 
minute. 

Mr.  Stockman.  But  you  see  what  I'm  sajdng  though  is  we're  coa- 
lescing. I  mean,  trjdng  to  keep  track  of  all  the  names  now,  Martin 
Lockheed,  I  mean,  they  all  pretty  soon  will  be  just  one  long  name 
of  one  company. 

Mr.  GrOLDiN.  By  the  way,  this  is  happening  in  corporate  America, 
and  I  think  the  Washington  Post  ran  a  very,  very  good  article 
about  this  very  large  consolidation  taking  place  in  the  commercial 
world,  just  like  in  aerospace.  And  the  nation  is  going  to  have  to 
face  this  in  the  broader  sense,  and  I  think  we,  NASA,  are  right  on 
the  cutting  edge.  And  you  rightfully  pointed  out  we  have  to  be  very, 
very  aware  of  it. 

And  I  will  commit  to  this  Committee  that  we  will  have  an  appro- 
priate plan  to  assure  competition  in  the  future. 

Mr.  Sensenbrenner.  Well,  I  will  invite  Mr.  Stockman  to  join  us 
on  the  Judiciary  Committee  because  that's  in  the  jurisdiction  of 
that  Committee. 

The  gentleman  from  Texas,  Mr.  Hall. 

Mr.  Hall.  Thank  you,  Mr.  Chairman. 

I  just  wanted  to  make  one  statement  to  Mr.  Goldin.  And  that  is 
that  we've  called  you  here  to  testify  and  the  telephone  works  both 
ways. 

If  you  have  problems,  I  think  you  know  to  call  this  Chairman 
and  assemble  this  group. 

Back  during  I  think  the  Vietnam,  maybe  toward  the  end  of  the 
Korean  War,  I  ran  a  company  that  did  government  contracts,  and 
we  extruded  landing  maps  I  believe  that  were  used  during  that 
war. 

And  we  have  a  provision  in  our  contract  where  if  we  produced 
and  we  were  more  efficient,  or  we'd  been  a  little  over-reaching  or 
we,  being  the  low  bidder,  we  still  had  a  substantial  profit  position 
in  it  that  the  government  required  us  to  renegotiate. 

And  I  wonder,  I  think  you  have  Ed  Frankle  behind  you  there, 
very  capable  counsel. 

Are  those  clauses  still  in  these  contracts? 

Mr.  Frankle.  Mr.  Hall,  there  are  all  sorts  of  clauses,  which  we're 
considering 

Mr.  Sensenbrenner.  Mr.  Frankle,  Mr.  Frankle,  you  have  not 
been  sworn  in,  so  if  you  would  like  to  answer  directly,  I  think  I  bet- 
ter swear  you  in. 

Mr.  Hall.  He's  a  fellow  lawyer.  I  don't  believe  he'd  tell  anything 
that  wasn't  true. 

[Laughter.] 
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Whereupon,  Edward  Frankle  was  called  as  a  witness  herein,  and 
having  been  duly  sworn,  testified  before  the  Subcommittee  as  fol- 
lows: 

TESTIMONY  OF  EDWARD  FRANKLE 

Mr.  Hall.  I  didn't  mean  to  cause  an  uproar.  I  just  wonder  if  re- 
negotiation is  one  of  the  tools  that  you  use  in  these  contracts?  If 
that's  still  a  part  of  government  contracts.  I  had  to  renegotiate  sev- 
eral times. 

Mr.  Frankle.  The  express  renegotiation  clauses  I  don't  believe 
still  are  used,  and  the  renegotiation  board's  gone  away.  We  do  have 
and  are  intending  to  use  some  incentive  clauses  and  there  are  some 
fairly  significant  penalty  clauses  in  case  things  go  awry,  which  I 
think  essentially  would  serve  many  of  the  same  things. 

Mr.  Hall.  So  it's  a  unique  situation.  Obviously,  we're  going  to 
save  time,  and  the  question's  whether  or  not  we're  saving  money. 
That  might  be  a  tool  for  you  to  look  at. 

I  yield  back  my  time,  and  I  thank  you,  Ed. 

Mr.  Sensenbrenner.  Mr.  Frankle,  while  you're  there,  can  I  ask 
you  when  you  found  out  about  this  Alliance?  Mr.  Goldin  was  talk- 
ing about  July  27th. 

Did  you  find  out  on  a  different  day,  or  what? 

Mr.  Frankle.  I  certainly  did  not  find  out  before  July  27th.  The 
Alliance  itself  just  was  formed,  I  mean,  there  was  an  agreement. 
On  July  27th,  there  was  actually  a  notice  of  an  agreement  of  in- 
tent. 

I  heard  about  it  after  that  date. 

Mr.  Sensenbrenner.  Okay.  Thank  you  very  much. 

If  there  are  no  further  questions,  the  subcommittee  meeting  is 
adjourned.  And  thank  you  for  coming,  Mr.  Goldin. 

Mr.  Goldin.  Thank  you. 

[Whereupon,  at  11:20  a.m.,  Thursday,  November  30,  1995,  the 
subcommittee  was  adjourned.] 

[The  following  material  was  received  for  the  record:] 
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Testimony  of  the  United  Space  Alliance 

to  the  House  Science  Committee 
Space  &  Aeronautics  Subcommittee 


Mr.  Chairman  and  Members  of  the  Subcommittee,  we  Eire  pleased  to  have  this 
opportunity  to  submit  a  statement  concerning  NASA's  proposal  to  negotiate  a  Space 
Flight  Operations  Contract  with  the  Rockwell-Lockheed  Martin  joint  venture,  United 
Space  Alliance  (USA). 

We  commend  the  Chairman  for  his  efforts  in  holding  a  hearing  on  this  important  matter 
and  for  his  support  of  the  goal  of  transforming  the  management  of  the  Shuttle  program  in 
a  manner  that  preserves  safety,  supports  mission  requirements,  and  reduces  costs. 

Our  statement  is  designed  to  review  the  history  of  Rockwell  and  Lockheed  Martin's 
involvement  in  the  Shuttle  prime  contract  concept,  our  interest  in  forming  a  joint  venture, 
and  the  benefits  of  the  United  Space  Alliance  initiative  to  our  nation's  human  space  flight 
program. 

History  of  Rockwell  and  Lockheed  Martin  Involvement  in  "Shuttle  Prime" 

Beginning  in  late  1990,  NASA  asked  the  major  Shuttle  contractors  to  assist  them  in 
developing  methods  for  reducing  the  cost  of  the  Shuttle  program  and  enhancing  safety. 
Rockwell  and  Lockheed  independently  recommended  to  NASA  that  consolidation  of 
Shuttle  work  could  produce  significant  cost  savings  through  elimination  of  overlap  and 
duplication  and  streamlining  of  processes.  Lockheed  recommended  consolidation  under 
two  prime  contractors,  while  Rockwell  recommended  consolidation  under  a  single 
Shuttle  prime  contractor. 

Lockheed,  Martin  Marietta  and  Rockwell  participated  in  NASA's  "Zero-Base  Review" 
and  the  "Space  Shuttle  Management  Independent  Review  Team,"  led  by  Dr.  Chris  Kraft. 
When  the  Kraft  Committee  issued  its  final  report  in  February  1995,  it  recommended  that 
Shuttle  work  be  consolidated  under  a  single  prime  contract.  But  it  cautioned  that  a 
competitive  selection  of  the  single  prime  contractor  would  have  undesirable 
consequences: 

"In  addition,  selecting  a  prime  contractor  from  among  the  current 
contractors,  as  opposed  to  an  open  competition,  could  accomplish 
all  of  the  objectives  in  a  less  disruptive  and  more  expeditious 
manner,  realizing  potential  cost  reductions  earlier."  (Final  Report, 
p.  2) 
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"A  competition  based  on  a  NASA  Request  for  Proposal  would 
result  in  lost  savings  during  the  time  required  to  conduct  such  a 
competition  and  possibly  unacceptable  disruption  to  the  NASA 
flight  schedule.  To  avoid  these  difficulties  a  prime  contractor 
could  be  selected  by  the  agency  from  the  present  contractors." 
(Final  Report,  p.  19) 

Various  studies  conducted  independently  by  Rockwell  and  Lockheed  Martin  since  1991, 
both  internally  and  at  NASA's  request,  had  similarly  concluded  that  a  competitive 
selection  of  a  Shuttle  prime  contractor  would  be  extremely  disruptive  to  the  workforce 
and  had  the  potential  to  cause  significant  impacts  to  safety  and  schedule. 

Origin  of  the  United  Space  Alliance  (USA)  Concept 

In  March  and  April  1995,  Rockwell,  Lockheed  Martin  and  other  contractors  participated, 
at  NASA's  request,  on  the  Shuttle  Program  Restructure  Committee.  The  committee 
produced  several  options  to  achieve  Congressional,  Administrative  and  NASA  objectives 
to  reduce  Shuttle  program  costs  in  a  safe  and  nondisruptive  manner,  including 
consolidation  under  a  single  Shuttle  prime  contractor. 

The  work  of  the  Shuttle  Program  Restructure  Committee  involved  a  review  of  all  of  the 
Shuttle  related  contracts,  with  a  view  towards  establishing  a  framework  for  defining  the 
scope  of  a  Shuttle  prime  contract.  This  exercise  drove  home  a  point  that  had  surfaced  in 
earlier  evaluations:  Rockwell  and  the  newly  formed  Lockheed  Martin  had  83%  of  the 
Shuttle  operations  contract  content  that  would  be  included  in  the  scope  of  the  Shuttle 
prime  and  69%  of  the  total  Shuttle  contractor  content.  Further,  it  became  clear  that  the 
major  opportunities  for  disruption  and  safety  problems  were  also  predominately  in  those 
contracts  (most  of  the  remaining  contracts  being  support  services  to  NASA). 

The  obvious  synergy  of  a  Rockwell/Lockheed  Martin  team  was  compelling  for  NASA. 
The  Rockwell  and  Lockheed  Martin  team  would  minimize  workforce  disruption  and 
safety  problems  because  they  already  were  performing  the  critical  tasks.  The  team  would 
maximize  program  savings  because  the  whole  transition  to  a  Shuttle  prime  could  be 
accomplished  much  more  quickly  than  would  otherwise  be  possible. 

On  the  other  hand,  the  parties  also  recognized  that  if  NASA  chose  to  conduct  an  open 
competition,  it  was  unlikely  that  an  integrated  Rockwell/Lockheed  Martin  team  would 
result  if  one  or  the  other  won  the  Shuttle  prime  role.  Profit  incentive  would  motivate  the 
prime  contractor  to  minimize  subcontracted  efforts.  Since  hardware  elements  will  still 
have  to  be  acquired  from  the  established  contractors,  the  consolidation  effort  would  have 
to  focus  on  the  operations  contracts  at  JSC  (Rockwell)  and  KSC  (Lockheed  Martin).  The 
winning  contractor  would  likely  absorb  the  other  company's  operations  contracts,  with 
resulting  loss  of  key  personnel,  disruption  and  added  risk. 
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United  Space  Alliance  (USA)  Is  The  Right  Answer 

Given  NASA's  Shuttle  prime  goals  and  challenges,  we  believe  a  Rockwell/Lockheed 
Martin  joint  venture  is  in  the  best  interests  of  the  Shuttle  program,  NASA,  and  the 
country.  In  fact,  Kraft  suggested  such  an  approach  in  his  report,  but  discounted  it  because 
he  did  not  think  that  we  would  be  able  to  form  the  joint  venture  in  a  timely  fashion  which 
we  have  done. 

Competition  for  government  contracts  is  designed  to  accomplish  two  goals: 

•  To  elicit  the  best,  most  innovative  approaches  for  accomplishing  contract 
tasks 

•  To  achieve  lowest  costs 
The  USA  approach  achieves  these  goals. 

1 .  The  approach  is  the  most  innovative,  offering  unique  advantages  that  assure 
continued  safe  operations  during  transition  while  minimizing  implementation  risk 
because  the  USA  team: 

a.  has  a  large  pool  of  experienced  personnel  qualified  to  ftilfiU  critical  decision- 
making positions,  allowing  safe  assumption  of  former  NASA  roles; 

b.  can  easily  transition  the  team  members'  existing  contracts  (which  represent 
more  than  80%  of  the  effort)  to  be  subcontracts,  and  preclude  typical  adversarial 
relationship  between  prime  and  subs; 

c:    defines  roles  and  responsibilities  up  fi-ont  as  part  of  alliance  and  joint  proposal 
development; 

d.  creates  a  relationship  between  vehicle  processor  and  orbiter  developer  that 
minimizes  risk  in  realigning  orbiter  processing  accountability  to  developer 
(NASA  requirement); 

e.  minimizes  risks  that  would  be  created  by  diversion  of  key  managers  (both 
NASA  and  industry)  fi-om  program  tasks  to  competition  tasks. 

2.  USA  can  achieve  greater  program  savings  for  the  government  faster  because: 

a.    the  transition  is  simplified,  thereby  costing  less  and  happening  faster; 
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b.    USA's  combined  knowledge  of  end-to-end  processes  allows  areas  to  be  targeted 
for  early  cost  reduction  by  eliminating  overlap  and  duplication  and  by 
streamlining  processes  (e.g.  rationalizing  duplicative  Shuttle  repair  capabilities). 

3.  USA  minimizes  start-up  costs  because: 

a.  existing  USA  team  relationship  simplifies  subcontractor  negotiations  with 
Rockwell  and  Lockheed  Martin  elements; 

b.  USA  team  currently  operates  all  necessary  facilities,  infrastructure,  processes, 
tools,  procedures,  and  databases;  no  learning  curve;  minimal  transition  costs; 

c.  NASA  avoids  up-front  costs  of  a  competitive  procurement  (e.g.  bid  and 
proposal  preparation  evaluation,  negotiation). 

4.  The  Space  Flight  Operations  Contract  (SFOC)  solicitation  approach  is  not  a  cost 
based  "low  bidder  wins"  type  of  competition.  Under  the  SFOC  solicitation 
approach,  the  savings  occur  after  NASA  awards  the  contract,  based  on  the  incentives 
and  penalties  built  into  the  contract. 

5.  The  SFOC  solicitation  approach  states  that  evaluation  will  be  based  on  "offeror's 
ability  to  manage  technical  and  business  change" 

a.  through  team  members'  broad,  combined  knowledge/synergism,  USA  team  can 
perform  more  content  for  the  same  cost; 

b.  USA's  experience  and  knowledge  of  combined  team  promotes  efficiencies 
while  maintaining  safety. 

Mr.  Chairman,  we've  given  a  great  deal  of  thought  to  how  we  can  manage  the  very 
complex  Shuttle  operations  while  achieving  NASA's  goals  of  maintaining  safety  and 
reducing  program  costs.  We  believe  the  Shuttle  prime  concept  is  a  new  way  of  doing 
business  —  one  that  maximizes  the  talents  and  resources  of  both  the  government  and 
private  industry.  USA  is  pleased  to  have  the  opportunity  to  manage  the  Shuttle  program 
and  mindful  of  the  responsibilities  inherent  in  that  undertaking.  We  are  confident  we  can 
maintain  NASA's  standards  of  safety  while  reducing  the  cost  of  operations. 

Working  with  NASA  and  the  Members  of  this  Committee,  we  can  ensure  the  safe, 
efficient  and  productive  use  of  the  world's  most  versatile  launch  system  ~  The  Space 
Shuttle. 
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National  Aeronautics  and 
Space  Administration 
Office  of  tt>e  Administrator 
Washington.  IX  20546-0001 


...  T      IGO5 

The  Honorable  F.  James  Sensenbrenner,  Jr.  '*"'       '     "" 

Chairman 

Subcommittee  on  Space 
Committee  on  Science, 

Space  and  Technology 
House  of  Representatives 
Washington,  DC   20515 


Dear  Mr.  Chairman: 

Enclosed  for  your  information  Is  a  notification  to  Congress,  pursuant  to 
Title  10  use.  2304  (c)  (7),  of  my  determination  that  it  is  in  the  public  interest  to 
use  procedures  other  than  full  and  open  competition  to  negotiate  a  single  prime 
contract  with  the  United  Space  Alliance,  a  joint  venture  to  be  comprised  of  Rockwell 
International  Corporation  and  Lockheed  Martin  Corporation,  to  become  the  new 
Shuttle  Flight  Operations  Contractor  (SFOC)  and  assume  responsibility  for  Space 
Shuttle  operations. 

This  authorization  is  needed  to  ensure  that  NASA  can  restructure  the  Space 
Shuttle  program  to  maintain  safety,  meet  the  flight  manifest  necessary  to  assemble 
the  International  Space  Station  on  schedule,  and  achieve  significant  operational 
efficiencies  to  remain  within  NASA's  declining  budget,  while  maximizing  the  future 
commercial  potential  of  the  Space  Station  and  the  best  use  of  the  American 
taxpayer's  dollars.   As  you  know,  NASA  determined,  pursuant  to  a  study  conducted 
by  Dr  Christopoher  Kraft,  former  Director  of  Flight  Operations  during  the  Apollo  era, 
to  award  a  single  prime  contract  to  operate  the  Shuttle,  thereby  decreasing  the 
number  of  civil  servants  necessary  to  run  the  program  and  reducing  unnecessary 
and  duplicative  contractor  activities. 

Rockwell  International  and  Lockheed  Martin  Corporation,  which  together  hold 
neariy  70  percent  of  the  dollar  value  of  all  Shuttle-related  prime  contracts,  will  form 
United  Space  Alliance  to  become  the  SFOC.    NASA's  reaching  a  contract  with  U.S. 
Alliance  depends  on  three  factors:   first,  the  two  companies  must  form  a  viable, 
separate  legal  entity  capable  of  operating  the  Shuttle  program;  second,  NASA  and 
U.S.  Alliance  must  negotiate  a  contractual  arrangement  which  commits  the 
contractor  and  provides  appropriate  incentives  to  maintain  safety,  meet  the  flight 
manifest  and  achieve  propram  efficiencies;  and  third,  the  workforce  which 
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U.S.  Alliance  applies  to  the  SFOC  must  possess  sufficient  experience  with  Shuttle 
operations  that  additional  time-consuming  taining  is  unnecessary  to  Keep  the 
programm  progressing  safely  and  efficiently. 

I  believe  this  Determination  and  Findings  provides  a  vital  tool  in  our  progress 
in  reinventing  NASA,  and  I  v^ould  be  pleased  to  discuss  it  with  you  personally,  if 
you  wish. 


Daniel  S.  Goldin 
Administrator 


cc: 

The  Honorable  Ralph  M.  Hall 
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NATIONAL  AERONAimCS  AND  SPACE  ADMINISTRATION 
WASHINGTON,  D.  C.  20546 

DETERMINATION  AND  FINDINGS 

AUTHORITY  TO  USE  OTHER  THAN  FULL  AND  OPEN  COMPETITION 


Upon  the  basis  of  the  following  findings  and  determination,  which  I  hereby  make  pursuant  to  the 
authority  of  10  U.S.C.  2304(c)(7),  as  implemented  by  Subsection  6.302-7  of  the  Federal 
Acquisition  Regulation,  it  is  in  the  public  interest  to  use  other  than  fiiU  and  open  competition  in 
the  contract  action  described  below. 


FINDINGS 

1.  The  United  States  initiated  the  Space  Station  Program  in  1984  to  provide  for  permanent 
human  presence  in  an  orbiting  laboratory.  From  the  outset,  the  program  was  international  in 
scope  and  participation.  While  the  U.  S.  would  contribute  most  of  the  hardware  necessary  to 
make  the  Space  Station  function  as  an  orbiting  laboratory,  Canada,  Japan,  and  the  member 
nations  of  the  European  Space  Agency  all  agreed  to  contribute  major  elements  to  the  Space 
Station  to  expand  its  capabilities  and  uses.  Since  its  initiation,  Russia  has  joined  this  international 
parmership  and  will  contribute  valuable  hardware,  technology,  and  operational  capabilities  to  the 
International  Space  Station  (ISS).  Currendy,  the  Governments  of  fourreen  other  countries  have 
signed  the  Inter-Govemmenial  Agreement  committing  to  the  ISS  program.  As  such,  the  ISS 
represents  a  u^y  international  undertaking  of  historic  importance  and  technological  significance. 

2.  In  March  of  1993,  the  Clinton  Administration  announced  its  continued  suppon  for  the 
ISS.  but  directed  the  National  Aeronautics  and  Space  Administration  (NASA)  to  reduce 
development,  operations,  and  utilization  costs  while  achieving  many  of  the  program's  goals  for 
long  duration  scientific  research.  NASA  responded  by  dramatically  restructuring  the  program  and 
awarding  a  single  prime  contract  to  Boeing  Defense  and  Space  Group  to  assume  overall 
responsibility  to  manage  and  integrate  the  ISS  according  to  a  specific,  success-oriented  schedule. 
Congress  has,  in  turn,  responded  positively  to  the  Administration's  initiatives  by  taking  the 
unusual  step  of  proposing  a  multi-year  authorization  bill  to  provide  stable  funding  for  the  program 
and  to  assist  in  making  the  ISS  a  reality  by  the  year  2(X)2. 

3.  The  ISS  is  truly  international  in  scope  and  bipartisan  in  support.  NASA  must,  however, 
meet  its  commitments  to  our  international  partners,  the  Congress,  and  the  Administration,  at  a 
time  when  the  Federal  budget,  in  general,  and  the  NASA  budget,  in  particular,  is  declining 
dramatically.  As  the  Country's  sole  space  transportation  system  for  humans,  the  Space  Shutde  is 
pivotal  to  making  the  ISS  a  success.  Moreover,  the  Shuttle  is  the  single  largest  cost  element  in 
NAS.A's  budget.  As  such.  NASA's  declining  budget  impacts  the  Shuttle  heavily.  The  Shunle 
must  continue  to  operate  safely  and  efficiently  for  NASA  to  succeed  in  assembling  the  ISS  by  the 
year  2(X)2.  as  we  have  promised.  In  addition  to  safety  and  effectiveness,  the  Shuttle  must  also 
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find  ways  to  operate  at  significantly  lower  cost  to  stay  within  the  declining  budget.  NASA  must, 
therefore,  find  ways  to  restructure  the  Shuttle  program  to  maintain  safety,  meet  the  flight  manifest 
necessary  to  assemble  the  ISS  on  schedule,  and  achieve  significant  operational  efficiencies.  An 
added  benefit  of  this  approach  is  that  it  will  facilitate  the  ultimate  transition  to  a  single  space 
operations  contractor  under  the  auspices  of  the  Space  Station,  after  assembly  of  the  ISS  is 
complete. 

4.  At  NASA's  request.  Dr.  Christopher  Kraft,  fonner  Director  of  Flight  Operations  during 
the  Apollo  era,  studied  the  Shuttle  program  to  determine  what  NASA  could  do  to  improve 
efficiency  and  reduce  cost,  while  maintaining  safety  and  meeting  the  flight  manifest.  As  a  result  of 
this  study.  Dr.  Kraft  recommended  that  NASA  explore  awarding  a  single  prime  contract  to 
operate  the  Shuttle,  thereby,  decreasing  the  number  of  civil  servants  necessary  to  run  the  program 
and  reducing  unnecessary  and  duplicative  contractor  activities.  If  NASA  could  consolidate  the 
multiple  contracts  into  a  single  Statement  of  Work,  eliminating  duplicative  or  unnecessary  work 
in  the  process,  the  resulting  contract  should  be  greatly  streamlined  and  less  costly.  Yet,  if  the 
Statement  of  Work  still  addresses  what  is  crucial  to  safety  and  efficiency.  Shuttle  operations 
should  not  suffer.  To  ensure  that  all  this  happens.  Dr.  Kraft  has  recommended  that  NASA  award 
a  single  prime  contract  for  all  operations,  which  contract  provides  appropriate  incentives  to 
maintain  safety,  reduce  costs,  and  improve  efficiency.  NASA  calls  this  approach  the  "Shuttle 
Flight  Operations  Contractor"  (SFOC)  and  has  assembled  a  source  evaluation  board  to  draft  the 
necessary  Statement  of  Work  and  solicitation  document  to  select  a  single  operating  contractor. 
Awarding  a  single  prime  contract  to  the  SFOC  should  reduce  Shuttle  program  costs  in  two  ways. 
First,  the  contract  will  provide  incentives  to  cut  out  unnecessary  or  duplicative  work.  The  SFOC 
will  still  perform  all  necessary  work  for  safe  and  reliable  Shuttle  operations.  But,  the  SFOC  will 
only  perform  that  work  once  and  at  the  lowest  reasonable  cost.  Second,  because  NASA  will  no 
longer  be  heavily  involved  in  the  management  of  day-to-day  Shuttle  operations,  fewer  civil 
servants  would  be  required  to  manage  the  program. 

5.  NASA  has  committed  to  the  Administration,  the  Congress,  and  our  international  partners 
to  have  the  ISS  operational  by  the  year  2002.  To  achieve  this  commitment,  NASA  must 
accomplish  a  number  of  important  tasks  in  a  very  tight  timeframe,  leaving  little  time  for  a  new 
contractor  to  become  familiar  with  the  Shuttle  program.  The  first,  and  perhaps  most  critical,  task 
in  this  schedule  requires  the  Shuttle  to  conduct  the  First  Element  Launch  (FEL)  of  the  ISS  eariy  in 
Fiscal  Year  (FY)  1998.  In  preparation  for  FEL.  the  Shuttle  must  accomplish  major  milestones 
which  begin  as  early  as  January  1996.  These  milestones  cover  a  full  range  of  interrelated  science 
and  training  missions,  including  six  flights  to  the  Russian  space  station.  MIR.  Three  of  the  MIR 
missions  will  occur  in  FY  1996.  with  the  remainder  taking  place  in  FY  1997. 

6.  As  currently  planned,  a  competitive  contract  award  by  September  of  1996  would  require 
a  new  contractor  to  learn  the  Shuttle  program  while  critical  milestones  in  preparing  for  FEL 
would  be  occurring.  Once  selection  has  occurred,  only  the  current  contractors  would  have  the 
necessary  experience  base  and  existing  operational  structures  to  meet  FEL  without  significant 
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additional  risk.  A  new  contractor  would  have  great  difficulty  taking  over  total  responsibility  for 
operating  the  Shuttle  without  incurring  an  unacceptable  level  of  safety  and  programmatic  risk. 

7.  Competition  to  become  the  SFOC  has  some  very  positive  aspects.  The  process  should 
drive  costs  down  and  incentivize  the  proposers  to  identify  the  best  technical  and  managerial 
approaches  to  an  enormous  contractual  undertaking.  On  the  other  hand,  competition  also  has 
significant  negative  aspects,  namely,  it  could  occasion  the  loss  of  knowledgeable  personnel, 
introduce  added  risk  to  the  Shutde  program,  and  seriously  impair  NASA's  ability  to  meet  the  ISS 
schedule.  Of  the  existing  Shuttle-related  prime  contracts,  some  20  are  of  crucial  importance  to 
safe,  reliable  operations.  Whether  or  not  NASA  pursues  competition,  the  procurement  must 
consolidate  these  20  prime  contracts  and  make  the  SFOC  responsible  for  managing  the  combined 
efforts  in  a  safe,  timely,  and  efficient  manner.  To  maintain  a  competitive  environment,  NASA 
would  have  to  approach  all  20  prime  contractors  and  attempt  to  negotiate  the  right  to  transfer  to 
the  SFOC  some  or  all  of  the  work  covered.  If  one  or  more  of  these  prime  contractors  refused  to 
grant  the  nght  of  transfer  to  the  SFOC,  NASA's  only  leverage  would  be  to  terminate  the  contracts 
for  convemence.    Even  if  NASA's  negotiations  ultimately  proved  successful,  they  would  require 
complex,  labor-intensive  effort  at  the  same  time  the  agency  would  be  evaluating  competitive 
proposals  from  prospective  contractors  to  become  the  SFOC,  itself.  Moreover,  the  length  of  lime 
required  to  complete  these  negotiations,  as  well  as  their  substance,  could  threaten  the  integrity  of 
the  SFOC  procurement  which  would  depend,  in  large  pan,  on  their  outcome. 

8.  The  SFOC  contract  will  be  awarded  by  FY  1997  leaving  only  one  year  of  transition  before 
the  contractor  must  be  ready  for  FEL  early  in  FY  1998,  as  well  as  complex  tasks  of  planning  and 
execuung  all  subsequent  ISS  assembly  flights.  This  means  that  a  contractor  other  than  the  current 
incumbents  will  have  had  only  the  minimal,  essential  experience  before  undertaking  operation  of 
the  Shuttle  on  a  series  of  highly  complex  and  difficult  ISS  assembly  flights  which  have  never  been 
attempted  before.  As  a  result,  the  new  SFOC  will  have  to  learn  a  great  deal  about  the  technical 
and  admimstrative  aspects  of  Shuttle  operations  in  a  very  short  time  period  and  under  extremely 
demanding  circumstances.  In  fact,  major,  critical  milestones  leading  up  to  FEL  will  begin  in 
January  of  1996.  To  be  fully  prepared,  the  new  SFOC  should  participate  in  these  major 
milestones  and  early  missions  as  soon  as  possible.  This  participation  will  facilitate  learning  and 
shorten  the  length  of  transition  from  the  current  program  to  a  contractor-run  Shuttle  operation. 
However,  participation  before  the  procurement  process  is  complete  is  inconsistent  with  full  and 
open  competition.  Because  of  the  amount  to  learn  and  the  shortness  of  time,  the  risks  to  the 
Shuttle  program  and  to  the  ISS  assembly  schedule  are,  obviously,  much  greater  with  a  new 
SFOC  than  with  the  current  group  of  experienced  contractors  working  with  equally  experienced 
and  skilled  NASA  civil  servants.  Even  more  importantly,  inadequate  transition  time  could 
threaten  the  safety  of  the  orbiter  and  crew.  Making  matters  worse,  while  gaining  this  vital 
technical  knowledge  and  experience,  the  new  SFOC  would  have  to  negotiate  extensively  with 
numerous  new.  directed  subconnractors  to  obtain  the  necessary  efficiencies  to  stay  within  the 
declining  Shuttle  budget.  It  is.  at  best,  unclear  that  the  likely  benefits  from  competition  can  justify 
accepang  these  substanuaJ  nsks  to  the  Shuttle  and  ISS  programs,  both  of  which  involve  the  safety 
of  the  humans  who  must  fl\  the  orbiter  and  assemble  station. 
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9.  CuiTcnily.  two  companies,  Rockwell  International  Corporation  and  Lockheed  Martin 
Corporation,  hold  approximately  69  percent  of  the  dollar  value  of  all  Shuttle-related  prime 
contracts.  Moreover,  these  two  companies  have  expressed  the  intent  to  form  a  joint  venture 
called,  "United  Space  Alliance"  (U.  S.  Alliance)  for  the  purpose  of  submitting  a  proposal  to 
become  the  SFOC.  A  non-competitive  contract  with  U.  S.  Alliance  could  be  highly  beneficial  to 
the  Shuttle  program  and,  therefore,  in  the  public  interest,  if  three  conditions  are  met.  First, 
Rockwell  International  Corporation  and  Lockheed  Martin  Corporation  must  form  a  viable, 
separate  legal  entity  capable  of  performing  the  SFOC  contract  More  specifically,  U.  S.  Alliance 
must  not  only  have  a  separate  legal  existence  with  authority  to  commit  the  joint  venture 
contractually,  Rockwell  International  Corporation  and  Lockheed  Martin  Corporation  must 
provide  this  new  entity  sufficient  personnel  and  other  resources  to  make  it  capable  of  performing 
the  SFOC  contract  Second,  NASA  and  U.  S.  Alliance  must  negotiate  a  contractual  arrangement 
which  commits  the  contractor  and  provides  appropriate  incentives  to  maintain  safety,  meet  the 
flight  manifest,  and  achieve  program  efficiencies.  Third,  the  reduced  workforce  which  U.  S. 
Alliance  applies  to  the  SFOC  effort  must  possess  sufficient  experience  with  Shuttle  operations 
that  additional,  time-consuming  training  is  unnecessary  to  keep  the  program  progressing  safely 
and  efficiently. 

10.  A  non-competitive  contract  award  to  U.  S.  Alliance  would  eliminate  the  need  to  maintain 
a  competitive  environment,  ensure  an  experienced  woiicforce  is  available  to  meet  the  FEL 
milestones,  and  reduce  the  time  and  complexity  required  to  reach  a  binding  contract  that  can 
allow  performance  to  begin.  The  fact  that  U.  S.  Alliance  would  already  hold  69  percent  of  the 
value  of  the  Shuttle-related  prime  contracts  would  greatly  simplify  the  task  of  consobdating  the 
existing  separate  contracts  under  the  SFOC.  For  these  prime  contracts,  NASA  would  not  have  to 
negotiate  the  right  to  transfer  the  effon  to  the  SFOC.  Rather,  the  SFOC  contract  could  simply 
hold  U.  S.  Alliance  responsible  for  restructuring  these  prime  contracts  to  maintain  safety,  meet  the 
flight  manifest,  and  achieve  program  efficiencies.  To  ensure  this  happens  in  a  way  that  both  saves 
money  and  keeps  the  program  robust,  NASA  would  intend  to  negotiate  appropriate  incentives 
into  the  SFOC  contract  to  cut  unnecessary  or  duplicative  work  and  facilities.  For  the  remaining 
contracts,  NASA  could  negotiate  the  right  to  transfer  the  effort  to  the  SFOC,  allow  the  contract 
to  run  to  completion,  or  terminate  the  effort  for  the  Government's  convenience. 

11.  In  sum,  U.  S.  Alliance  has  the  broad  experience  base  necessary  to  undertake  responsibility 
for  Shutde  operations  at  the  most  demanding  period  in  the  system's  history.  As  NASA  embarks 
on  the  ISS  assembly,  there  is  no  time  or  money  for  a  new  contractor  to  learn  the  intricacies  of  the 
Shuttle  as  a  launch  system.  A  one-year  slip  in  the  ISS  assembly  schedule,  which  could  reasonably 
result  should  the  SFOC  transition  not  occur  smoothly,  could  cost  the  American  taxpayers  over  $2 
Billion.  To  minimize  the  risk  of  any  such  cosdy  slippage,  the  SFOC  needs  to  participate  in  the 
MIR  training  missions  and  other  learning  experiences  critical  to  the  ISS  assembly.  If  NASA  must 
select  the  SFOC  through  competitive  procedures,  the  contractor  would  likely  miss  this  critical 
participation. 
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12.        Under  all  the  circtimstances,  the  advantages  of  contracting  directly  with  U.  S.  Alliance 
clearly  outweigh  any  benefits  from  competition.  Nevertheless,  NASA  needs  to  be  a  sman  buyer 
in  a  procurement  of  this  magnitude  and  importance.  The  maximum  benefit  from  a  non- 
competitive award  to  U.  S.  Alliance  lies  in  maintaining  a  skilled  and  knowledgeable  contractor 
workforce  which  will  minimize  schedule  risk  for  FEL.  To  this  end,  NASA  and  U.  S.  Alliance 
should  accomplish  the  following  tasks  in  the  sequence  indicated: 

a.  Both  parties  must  agree  on  a  detailed  Statement  of  Work  which  adequately 
describes  what  the  SFCX:  must  do  in  performance  terms.  This  Statement  of  Work  will  define  the 
outcomes  NASA  expects,  but  will  not  dictate  specific  steps  to  achieve  these  objectives. 

b.  U.  S.  Alliance  must  prepare  definitive  technical  and  cost  proposals  which  are 
responsive  to  the  Statement  of  Work.  These  proposals  must  contain  specific  plans  and 
commitments  to  reduce  contract  requirements,  facilities,  and  workforce. 

c.  NASA  must  evaluate  these  proposals  and  capture  their  strengths  and  eliminate 
their  weaknesses  in  an  agreed-upon  contractual  document  This  single  document  must 
incorporate  all  of  U.  S.  Alliance's  obligations  and  provide  appropriate  incentives  to  ensure  the 
SFOC  contract  maintains  safety,  meets  the  flight  manifest,  achieves  program  efficiencies,  and  is 
positioned  for  efficient  transition  into  a  unified  space  operations  contract  after  the  ISS  assembly  is 
complete. 

d.  The  parties  must  develop  a  phased  contractual  arrangement  which  commits  U.  S. 
Alliance  to  an  initial  effort  to  identify  program  efficiencies  from  within  its  current  prime  contracts. 
This  arrangement  must  also  provide  clear  milestones  to  reach  a  final,  definitive  agreement  on  all 
aspects  of  the  Shuttle  operations  as  soon  as  possible,  given  the  obvious  complexity  of  the 
negotiations. 

This  four-step  approach  should  allow  NASA  to  bring  efficiencies  into  the  Shuttle  program 
without  degrading  safety  or  our  ability  to  meet  the  flight  manifest  necessary  to  fulfill  our 
international  commitments  to  the  ISS. 


DETERMINATION 

Based  on  the  foregoing  fmdings,  and  pursuant  to  10  U.S.C.  2304(c)(7),  I  hereby  determine,  as 
Administrator  of  NASA,  that  it  is  in  the  public  interest  to  use  other  than  full  and  open  competition 
tonegotiate  a  single  prime  contract  with  U.  S.  Alliance  to  become  the  new  SFOC  and  assume 
LSpace^himle  operations. 


November?.  igQ*) 
iel  S.  Go\<ijf{l  Date 

Administratoi' 
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Responses  to  written  questions  submitted  by  Chrm.  Sensenbrenner  resulting 
from  the  November  30,  1995,  hearing. 

QUESTION  1: 

You  stated  that  the  first  time  you  received  notice  of  the  joint  venture  "United 
Space  Alliance"  was  on  July  27,  1995.  The  formation  of  the  United  Space 
Alliance  (USA)  was  announced  to  congress  later,  in  a  press  release,  on 
August  2,  1995.  In  what  form  was  NASA  informed  of  the  alliance  on  July  27, 
1995?  Please  provide  a  copy  of  the  July  27,  1995  notification  for  our  record. 

ANSWER  1: 

Rockwell  and  Lockheed-Martin  provided  NASA  with  a  paper  entitled 
"agreement  in  principle"  between  Rockwell  international  corporation  and 
Lockheed  Martin  corporation  to  form  a  joint  venture  partnership.    A  copy  of 
the  paper  is  provided  as  attachment  #1 . 

QUESTION  2a: 

During  the  hearing,  you  discussed  NASA's  perceived  leverage  with  USA. 
You  said  that  NASA  had  the  leverage  of  breaking  off  negotiations  with  USA 
at  any  point  if  USA  was  unable  to  meet  NASA's  expectations.  If  NASA  did 
break  off  its  negotiations  with  USA,  with  whom  would  NASA  then  negotiate? 

ANSWER  2a: 

If  NASA  were  to  break  off  negotiations  with  US  Alliance  there  are  several 
possible  alternative  courses  of  action.  Selection  of  the  approach  to  be  used 
would  be  based  on  an  analysis  of  the  circumstances  present  at  the  time  and 
a  determination  as  to  the  course  of  action  considered  most  beneficial  to  the 
government.  Potentially,  a  combination  of  more  than  one  approach  could  be 
used,  with  short  term  actions  employed  initially,  transitioning  to  longer  term 
actions  when  the  opportunity  for  their  effective  implementation  became 
available. 

NASA  could  decide  to  temporarily  postpone  negotiation  of  an  SFOC  contract 
until  after  the  accomplishment  of  critical  launch  activities  in  support  of  the 
space  station.  Such  delay  could  possibly  enable  use  of  a  competitive 
approach  to  entering  an  SFOC  contract,  since  critical  space  station 
launches  were  key  considerations  in  the  decision  to  seek  sole  source 
negotiations  with  US  Alliance. 

NASA  could  seek  to  negotiate  consolidated  contract  efforts  in  increments 
smaller  than  the  current  configuration  of  the  SFOC  contract,  but  larger  than 
existing  individual  contracts,  by  bundling  together  individual  contracts  with 
similar  characteristics  (by  contractor,  by  geographical  area,  by  type  of  work, 
etc).    This  too  could  be  pursued  as  either  a  short  or  long  temn  effort. 
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NASA  could  negotiate  separate  contracts  with  Rockwell  and  Lockheed- 
Martin,  parent  companies  of  US  Alliance,  capturing  within  each  the  broadest 
possible  scope  of  work  reflective  of  space  shuttle  contracts  currently  held  by 
those  companies. 

QUESTION  2b: 

Would  NASA  then  be  put  at  a  disadvantage  to  negotiate  or  re-negotiate 
contracts  with  Lockheed-Martin  or  Rockwell,  if  it  "walked  away  "  from 
negotiations  with  USA?  Would  NASA's  "fall  back"  negotiating  position  mean 
simply  contracting  with  the  same  firms?  What  would  Lockheed-Martin  or 
Rockwell  "lose"  if  USA  failed  to  negotiate  with  NASA? 

ANSWER  2b: 

It  is  fully  NASA's  intent  to  seek  a  successful  negotiation  with  US  Alliance 
and  to  thereby  achieve  maximum  program  economies  while  ensuring  shuttle 
safety  and  adherence  to  the  program  manifest. 

It  is  NASA's  firm  belief  that  a  determination  to  break  off  negotiations  with  US 
Alliance  would  not  place  NASA  at  a  disadvantage  in  any  subsequent 
negotiations  with  Lockheed-Martin  or  Rockwell. 

QUESTION  3: 

When  the  USA  contract  is  ultimately  signed,  how  does  USA  maintain  the 
schedule  for  consolidation  of  the  first  28  existing  contracts?  What  is  the 
timetable,  and  what  consequences  fall  upon  either  NASA  (i.e..  The  shuttle 
manifest)  or  USA  if  the  contracts  are  not  willingly  consolidated  according  to 
the  timetable? 

ANSWER  3: 

Attachment  #2  is  the  breakout  of  Phase  1,  Phase  2,  and  Phase  3  contracts. 
This  breakout  identifies  the  contracts  currently  contemplated  for 
consolidation  into  the  SFOC,  the  timing  of  that  incorporation,  and  other 
pertinent  data  unique  to  each  contract.  As  can  be  seen  from  this 
attachment,  activities  to  consolidate  contracts  have  been  planned  with 
existing  contract  performance  periods,  option  exercise  opportunities,  and 
other  appropriate  points  of  opportunity  taken  into  consideration  in  order  to 
facilitate  their  consolidation.   However,  for  some  sub-contracts,  meeting  the 
schedule  is  contingent  upon  an  agreement  with  the  sub. 

The  SFOC  solicitation  provides  US  Alliance  with  great  flexibility  in 
developing  the  approach  they  would  intend  to  use  to  consolidate  contracts 
NASA  does  not  require  that  the  existing  contracts  be  subsumed  into  US 
Alliance,  but  allows  for  subcontract  or  other  relationships  to  be  structured  by 
US  Alliance  in  its  approach.  The  solicitation  gives  US  Alliance  the  flexibility 
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to  propose  to  NASA  its  own  approach  to  accomplishing  these  consolidation 
activities  while  keeping  the  cost  to  the  government  at  a  minimum.  For  its 
part,  NASA  will  strive  to  meet  this  schedule  consistent  with  NASA's 
overriding  concern  of  program  safety. 

NASA  is  fully  prepared  to  alter  the  schedule  as  necessary,  slowing  it  should 
there  be  any  question  with  regard  to  program  safety. 

The  phased  approach  allows  NASA  and  US  Alliance  considerable  latitude  in 
the  consolidation  timetable.  The  solicitation  contemplates  SFOC  contractor 
performance  prior  to  and  throughout  the  consolidation  of  the  Phase  2  and 
Phase  3  contracts.  This  timetable  could  be  extended  as  necessary  to 
ensure  program  safety  and  schedule  requirements  are  met  and  to  ensure 
that  a  smooth  transition  occurs. 

The  most  likely  consequence  of  failure  to  maintain  the  planned  schedule  for 
consolidation  is  lost  or  delayed  cost  savings  opportunities.  While  NASA 
desires  to  maximize  the  opportunity  for  such  savings,  it  will  not  sacrifice 
program  safety  in  order  to  do  so. 

QUESTION  4: 

What  does  NASA  intend  to  do  by  itself,  or  through  its  ultimate  agreement 
with  USA,  to  ensure  that  a  viable  open  competition  can  later  take  place, 
when  USA's  first  contract  term  expires? 

ANSWER  4: 

NASA  has  structured  a  solicitation  vi^ich  clearly  contemplates  eventual 
viable  open  competition  to  take  place  at  the  conclusion  of  the  SFOC 
performance  period.  Specific  solicitation  provisions  to  this  end  include: 

The  contracting  approach  has  NASA  provide  selected  installation  provided 
property  and  services  to  the  SFOC  contractor.  These  services  were 
selected  after  extensive  analysis  in  order  to  achieve  maximum  program 
economies  and  in  order  to  ensure  that  future  SFOC  competition  is  possible. 
Similarly,  property  acquired  by  the  SFOC  contractor  at  government  expense 
during  performance  of  the  SFOC  contract  shall  be  retained  as  government 
property  (enabling  its  transfer  to  a  successor  contractor)  in  order  to  ensure 
that  an  opportunity  for  future  competition  is  maintained. 

NASA  has  placed  specific  requirements  on  the  SFOC  contractor  with  regard 
to  the  characteristics  of  the  employee  pension  plan  to  be  utilized,  in  order  to 
enhance  employee  flexibility  and  resultant  opportunities  for  competition. 
Characteristics  with  respect  to  employee  vesting  and  the  type  of  plan  utilized 
will  facilitate  competitive  opportunity  by  allowing  employees  maximum 
freedom  to  move  to  successor  companies  without  loss  of  benefits. 
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The  solicitation  establishes  requirements  for  the  use  of  commercial  off  the 
shelf  information  systems  and  software  programs,  again  to  facilitate  future 
competition.  Coupled  with  these  requirements  are  specific  opportunities  for 
NASA  access  to  the  data  and  information  provided  by  such  systems  to 
ensure  full  insight  into  contractor  operations  and  performance.  This  level  of 
NASA  understanding  should  further  facilitate  the  preparation  of  future 
competitive  SFOC  solicitations  and  result  in  increased  opportunities  for 
competition. 

The  SFOC  solicitation  contains  a  special  reprocurement  data  package 
requirement  intended  to  ensure  that  data  and  information  produced  in 
performance  of  the  contract  is  maintained  in  a  manner  suitable  for  inclusion 
in  future  competitive  solicitations  for  the  SFOC.  This  provision  should 
ensure  that  the  cost  of  such  reprocurement  data  packages,  by  being 
planned  for  and  accomplished  as  a  part  of  normal  day-to-day  contract 
performance,  does  not  prove  prohibitively  expensive  at  the  time  a  future 
competition  is  contemplated. 

The  solicitation  requires  the  SFOC  contractor,  in  their  proposal,  to 
specifically  address  how  potential  costs  to  close  out  the  SFOC  contract  will 
be  minimized  in  order  to  enhance  the  opportunity  for  unimpeded  future 
competition. 

QUESTION  5: 

What  does  NASA  intend  to  do  by  itself,  or  through  its  ultimate  agreement 
with  USA,  to  ensure  that  a  viable  open  competition  can  later  take  place  to 
perform  space  station  operations  under  a  separate,  openly  competed 
contract? 

ANSWER  5: 

SFOC  will  do  some  space  station  operations  (mission  operations,  training, 
EVA,  etc).  However,  most  space  station  operations-sustaining  engineering, 
payloads,  logistics,  etc.- will  be  competed. 

QUESTION  6: 

In  the  event  the  federal  trade  commission  does  not  approve  either  the  USA 
joint  venture  or  NASA's  decision  to  sole-source  the  SFOC,  what  will  NASA 
do?  Please  provide  a  schedule  and  milestones  for  proceeding  in  this  event, 
preferably  against  the  schedule  and  milestones  planned  for  under  the 
determination  and  findings. 
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ANSWER  6: 

This  question  has  been  overtaken  by  events.  The  federal  trade  commission 
has  completed  its  review  of  US  Alliance  and  has  not  taken  issue  with  its 
establishment. 

QUESTION  7: 

For  those  activities  that  are  included  in  the  proposed  contract,  what  analysis 
has  been  performed  to  reach  the  conclusion  that  only  the  shuttle  operations 
contractor  can  or  should  perform  those  activities?  Please  be  specific. 

Is  it  NASA's  intention  that  the  space  shuttle  operations  contractor  will 
perform  those  activities  through  the  completion  of  the  space  station  program, 
or  the  space  shuttle  program,  whichever  comes  first,  or  will  other  companies 
have  an  opportunity  to  compete  in  the  future?  If  United  Space  Alliance  (the 
Rockwell  Lockheed  Martin  joint  venture)  is  being  chosen  today  because  it  is 
the  only  group  capable  of  providing  these  services  in  a  safe,  timely  manner, 
what  actions  will  NASA  take  to  ensure  a  larger  competitive  pool  in  the 
future? 

ANSWER  7: 

The  determination  of  which  activities  should  be  performed  by  the  SFOC 
contractor  was  made  only  after  an  exhaustive  EVA  evaluation  of  existing 
space  shuttle  contracts.  Provided  as  an  attachment  to  this  paper  is  a 
summary  of  that  EVA  evaluation  and  the  determinations  which  resulted. 

The  SFOC  solicitation  contemplates  a  6  year  base  performance  period 
followed  by  two  2  year  options,  which  may  be  exercised  at  NASA's 
discretion.  At  the  conclusion  of  this  performance  period,  which  will  total  10 
years  at  most,  a  competitive  reprocurement  is  planned. 

The  circumstances  which  led  NASA  to  determine  that  only  US  Alliance  could 
currently  meet  our  requirements  was  based  upon  unique  aspects  of  our 
current  situation,  particularly  the  upcoming  initiation  of  flight  support  for 
construction  of  the  space  station.  Because  of  the  limited  time  available 
before  the  initiation  of  these  assembly  flights,  it  was  recognized  a 
competitive  contract  award  by  September  1996  would  require  a  new 
contractor  to  learn  the  shuttle  program  while  critical  milestones  in  preparing 
for  first  element  launch  would  be  occurring.  Furthermore,  once  selection 
occurred,  only  the  current  contractors  would  have  the  necessary  experience 
base  and  operational  structures  to  meet  first  element  launch  without 
significant  additional  risk.  A  new  contractor  would  have  great  difficulty 
taking  over  total  responsibility  for  operating  the  shuttle  without  incurring  an 
unacceptable  level  of  safety  and  programmatic  risk.  It  was  determined 
appropriate,  in  the  public  interest,  to  use  other  than  full  and  open 
competition  in  support  of  the  SFOC  contract  award. 
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It  is  anticipated  that  the  circumstances  which  will  face  the  agency  at  the 
completion  of  the  performance  period  for  the  SFOC  contract  will  be 
substantially  different  than  those  currently  facing  the  program.  At  the 
present  time,  NASA  has  every  intention  of  accomplishing  the  selection  of  the 
subsequent  SFOC  contractor  through  full  and  open  competition. 

QUESTION  8: 

For  those  activities  that  are  not  included  in  the  proposed  contract,  is  there 
any  language  in  the  contract  that  would  preclude  or  negatively  affect  a 
private  sector  contractor  other  than  United  Space  Alliance  from  successfully 
bidding  to  provide  those  services?  What  actions  will  NASA  take  to  assure 
that  a  competitive  pool  of  applicants  is  available  to  bid  on  these  activities? 

ANSWER  8: 

There  is  no  language  intended  for  inclusion  in  the  SFOC  contract  which 
would  preclude  or  negatively  affect  a  private  sector  contractor  other  than 
United  Space  Alliance  from  successfully  bidding  to  provide  services  for 
activities  not  included  in  the  SFOC  contract.     As  pointed  out  in  response  to 
question  #4  above,  on  even  the  SFOC  contract  itself  where  the  current 
environment  has  precluded  a  full  and  open  competition,  the  SFOC 
solicitation  contemplates  contract  performance  which  will  enhance  the 
opportunity  for  SFOC  competition  in  the  future.    NASA  is  firmly  committed  to 
and  fully  supports  opportunities  for  full  and  open  competition  wherever 
possible. 

US  Alliance  has  indicated  its  intention  to  perform  as  a  joint  venture  for  the 
sole  purpose  of  performance  on  the  SFOC  contract;  as  such  US  Alliance 
would  not  be  placed  in  competition  with  any  other  private  sector  contractor 
for  work  outside  the  SFOC  contract. 

The  SFOC  solicitation  reflects  this  sole  purpose  intent  through  a  special 
limitation  on  the  allowability  of  bid  and  proposal  expense.  This  special 
limitation  would  make  bid  and  proposal  expenses  unallowable  for  proposals 
other  than  for  the  SFOC  contract. 

QUESTION  9: 

The  space  shuttle  is  the  only  U.S.  launch  vehicle  planned  for  use  in  carrying 
cargo  and  crews  to  the  space  station  during  its  construction  period. 
However,  there  is  no  reason  expendable  launch  vehicles  (ELVs)  or  new 
reusable  launch  vehicles  (RLVs)  could  not  be  used  during  the  operational 
period  (2002-2012).  Russian,  European,  and  perhaps  Japanese  ELVs  are 
already  planned  for  use. 
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Does  the  proposed  contract  preclude  the  use  of  other  U.S.  launch  vehicles 
for  station  operations?  Is  language  included  clarifying  that  any  reference  to 
space  station  operations  is  included  only  to  the  extent  that  the  space  shuttle 
is  used  for  station  operations?  Or  does  the  contract  imply,  explicitly  or 
implicitly,  that  there  is  an  expectation  that  the  shuttle  will  be  the  only  U.S. 
launch  vehicle  used  during  the  operational  phase? 

ANSWER  9: 

There  is  nothing  in  the  SFOC  solicitation  which  would  preclude  the  use  of 
other  U.S.  launch  vehicles  for  station  operations. 

The  SFOC  solicitation  statement  of  work  states,  in  Section  1.7  which  is  the 
portion  of  the  statement  of  work  relevant  to  station  activities,  that  the  SFOC 
contractor  shall  support  NASA  managed  tasks  in  accordance  with  the  annual 
shuttle  and  ISSP  operating  plan.  This  document  addresses  only  the  shuttle 
and  station  activities  as  interrelated,  it  does  not  address  alternative  launch 
systems. 

It  is  NASA's  belief  that  there  is  no  implication,  explicit  or  implicit,  that  the 
shuttle  will  be  the  only  us  launch  vehicle  used  during  the  operational  phase. 
The  SFOC  contract  only  pertains  to  the  use  of  the  shuttle. 

QUESTION  10: 

Space  station  operations  costs  have  been  controversial  both  in  terms  of 
estimating  what  those  costs  will  be,  and  how  to  allocate  them  among  the 
partners.  A  strict  accounting  of  "space  station"  versus  "space  shuttle" 
operating  costs  will  be  essential  -  both  in  terms  of  assuring  that  each  partner 
pays  a  fair  share,  and,  within  the  NASA  budget,  ensuring  that  space  station 
does  not  eat  into  the  space  shuttle  account. 

How  will  the  contract  costs  be  accounted  for  to  make  certain  that  space 
shuttle  and  space  station  costs  are  separately  identified  and  appropriately 
allocated  to  those  programs? 

ANSWER  10: 

The  SFOC  solicitation  contains  a  clause,  H-29  "requirement  for  cost 
tracking"  which  establishes  a  contractual  requirement  for  such  cost  tracking. 

Clause  H-29  states:  "costs  for  the  space  shuttle  and  ISS  shall  be  tracked 
and  reported  separately  in  order  to  comply  with  requirements  that  accurate 
and  timely  reporting  of  ISS  costs  to  the  congress  can  be  accomplished  by 
NASA.  These  costs,  to  be  reported  in  accordance  with  the  requirements  of 
1852.242-73,  NASA  contractor  financial  management  reporting,  and 
1 852.242-74,  NASA  contractor  financial  management  reporting 
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(performance  analysis  report),  must  be  in  suitable  format  and  adequate 
detail  to  fulfill  obligations  placed  on  NASA." 

QUESTION  11: 

There  is  always  concern  about  adequate  communications  between  different 
parties,  particularly  when  they  are  so  closely  involved  in  one  project.  How 
would  the  shuttle  operations  contractor  communicate  with  whatever  entity 
operates  the  space  station?  Would  the  shuttle  operations  contractor  have 
primary  responsibility  for  its  station  operations  activities  or  would  the  shuttle 
contractor  act  as  a  subcontractor  to  the  space  station  operator?  In  terms  of 
NASA's  responsibility,  is  it  the  agency's  intention  to  have  a  single  program 
office  responsible  for  oversight/insight  of  both  space  shuttle  and  space 
station  operations? 

ANSWER  11: 

Currently,  there  is  no  plan  for  a  single  program  office  to  manage  shuttle  and 
station    Current  thinking  is  that  such  a  consolidation  is  not  needed  prior  to 
assembly  complete. 

Section  1 .7  of  the  SFOC  statement  of  work  addresses  the  relationship 
between  the  SFOC  contractor  and  the  space  station  program.  As  discussed 
earlier,  the  nature  of  that  relationship  is  essentially  one  in  which  the  space 
station  is  just  another  customer  for  whom  space  shuttle  flight  support  is 
being  provided,  albeit  a  customer  with  whom  the  complexity  and  duration  of 
interaction  will  be  at  an  unprecedented  level.  The  statement  of  work  does 
address  in  detail  the  nature  of  the  communications  and  the  relationship 
between  SFOC  and  station  activities  in  order  to  ensure  that  this  interaction 
between  programs  can  be  accomplished  effectively. 

The  SFOC  statement  of  work  in  Section  1.7  requires  the  SFOC  contractor  to 
participate,  in  a  number  of  different  forums,  in  communications  and  planning 
activities  designed  to  ensure  effective  planning,  communication,  integration 
and  coordination  between  space  shuttle  and  space  station.    For  example, 
the  SFOC  contractor  will  serve  on  the  integrated  product  team  responsible 
for  logistics  and  maintenance  support  functions  for  space  station.  This 
involvement  will  ensure  that  essential  information  from  the  space  shuttle  (for 
example:  capacity,  flight  capabilities,  special  flight  requirements,  etc.)  Is 
available  to  and  appropriately  considered  by  the  space  station  in  the 
development  of  a  logistics  and  maintenance  approach. 

QUESTION  12: 

This  committee  supports  the  idea  that  space  shuttle  and  space  station 
operations  eventually  should  be  privatized.  How  would  having  the  shuttle 
operations  contractor  responsible  for  some  station  operations  affect  NASA's 
ability  to  eventually  privatize  space  station  operations? 
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ANSWER  12: 

The  relationship  between  the  SFOC  contractor  and  the  space  station 
operations  contractor  was  addressed  in  detail  in  question  #1 1  above.  The 
SFOC  contract  is  not  intended  to  accomplish  station  operations.  The  SFOC 
contractor  is  responsible  for  supporting  the  space  station  and  its  operations 
contractor  by  providing  transportation  services.  While  the  nature  of  these 
transportation  services  will  require  significant  interaction  between  the  those 
services  provided  by  the  SFOC  contractor  are  intended  by  NASA  to  be 
independent  of  the  identity  of  the  space  station  operations  contractor.  To 
our  knowledge,  there  should  be  no  impact  by  SFOC  contractor  performance 
on  the  selection  of  a  contractor  to  perform  space  station  operations. 
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AGRRtMENT  IN  PRlNClPI.h: 

July  27.  1905 

Rockwell  Lniemntional  Corporation  and  Lockheed  Marun  Corporation  hereby  agree  m 
pnnciplc  lo  form  a  joint  vcnnire  to  offer  to  NASA  a  single  prime  continciur  relationship  for 
ihc  United  States  Space  Shuttle  Program.  The  tentative  name  of  the  venture  is  United 
Space  Alliance  (USA). 

1  Charter 

USA  will  be  the  single  prijiv;  integrating  contractof  for  the  space  shuttle  program. 
As  such  it  will  restructiue  and  implement  ongoing  management  of  the  shutUe 
program  to  achieve  substantial  cost  reductions  while  maintairung  safety  of  flight. 
The  USA  joint  venture,  subject  lo  NASA's  concurrence,  will  be  the  only 
contracting  entity  through  wliich  RIC  or  LMC  will  satisfy  NASA's  requirement  for 
a  single  shuttle  prime. 

11.         Joint  Venture 

USA  will  be  a  50/50  joint  venture  partnership,  equally  shanng  fees  and 
distributions.  Both  parent  companies  will  share  equally  in  any  potential  termination 
liability  risk  carried  by  the  JV.  As  an  integrating  contractor,  it  i.s  intended  dut  USA 
will  maintain  an  employee  base  necessary  to  contract  witli  and  oversee  shuttle 
program  subcontractors.  The  joint  venture  will  contract  with  the  NASA,  RIC, 
LMC  and  others  directly  and  independently.  Its  employees  will  act  on  behalf  of 
USA  ("purple  suited"). 

Ill        Joint  Venture  Management 

ITie  USA  President  and  CEO  will  be  appointed  by  Rockwell  International 
Corporation.  The  CEO  is  authorized  to  act  on  behalf  of  the  partnership  on  all 
matters  not  specifically  limited  by  the  JTV  agreement.  Admini.srrative  support  will  be 
drawn  from  RIC  and  a  special  G&A  rale  not  to  exceed  1%  will  be  applied  by 
Rockwell.  Administrative  support  from  LMC  may  also  be  provided  at  the  CEO's 
discreuon  but  the  total  will  not  exceed  1%.  The  USA  Executive  Vice  President  and 
COO  Will  be  appointed  by  Lockheed  Martin  Corporation.  Each  of  the  parties 
reserves  the  right  to  veto  the  CEO  and  COO  appointees  at  the  time  of  appointment. 
The  USA  CFO  will  be  appointed  by  Rockwell  International  Corporation.  The  USA 
Comptroller  will  be  appointed  by  Lockheed  Martin  Corporation.  The  remainder  of 
the  management  team  will  be  a  balance  of  Rockwell  International  Corporation  and 
Lockheed  Manin  Corporation  people,  augmented  by  selected  outside  hires,  with 
final  decision  by  the  CEO. 

Advising  the  joint  venture  will  be  a  seven  member  Advisory  Board  made  up  of 
three  mutually  agreed  upon  non-employees  of  either  Rockwell  International  or 
I^ockhecd  Martin,  and  two  appointed  from  each  Corporation.  This  Board  will  meet 
monthly  during  the  formative  period  of  the  joint  venture  and  quarterly  thereafter  to 
review  progress  of  the  venture.  It  will  assure  that  appropriate  emphasis  is  being 
placed  on  safety  of  flight  and  cost  reduction  initiatives.  It  will  also  review  the 
balance  of  work  assigned  by  the  JV  to  RIC  and  LMC.  This  Boaid  will  have  the 
authority  to  remove  the  President  and  CEO  or  the  EVP  and  COO  if  needed,  and  this 
is  the  sole  legal  authority  of  the  Advisory  Board. 
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IV        Scope  of  Work 

It  is  ihc  iriicnt  ihai  USA  will  propose  to  coi\traci  with  NASA  for  all  current  and 
future  STS  contracts.  The  initial  USA  coniracl  with  NASA  will  be  proposed  as  a 
cost  plus  incentive  fee  contract,  with  fee  based  upon  cost  reduction  and  with  spcciaJ 
incentives  related  to  performance  and  mission  success  Subcontracts  will  be 
sirnjiarly  rcstrucrured.  The  USA  joint  venture  will  respect  and  continue  RJC  and 
LMCs  traditional  roles  on  the  current  shuttle  prograjn    Li  any  event.  USA  must  be 
responsive  to  NASA  dixcciion  regarding  ihc  .shuttle  program. 

Formation  of  the  JV  i.<5  based  upon  llie  following  presumed  actions  by  NASA: 

Overall  shuille  operations  wiU  be  consolidated  under  a  prime  contract  awarded  to 
the  JV  including  responsibility  for  all  certified  hardware  and  software,  all  launch 
and  ground  operations,  and  all  mission  and  flight  operations.  Certain  R&D  efforts 
may  be  added  as  well  as  space  station  training  and  mission  planning. 

NASA  will  minimixc  Civil  Service  oversight  involvement  in  above  effort  and  will 
focus  their  resources  on  R&D  activity. 

NASA  will  work  with  Uie  JV  and  the  Congiess  to  satisfactorily  resolve  PTL 
coverage  for  the  prime  contract. 

V.  Headquarters 

The  headquarters  of  the  JV  will  be  at  a  location  detcrrruned  by  NASA  for  tlie  NASA 
ShuifJe  Program  Management  Office.  Some  J  V  employees  will  be  at  other 
locations. 

VI.  Term 

It  is  the  intent  that  this  agreement  and  USA  remain  in  effect  for  the  life  of  the  shunlc 
program. 

VII.  Fom^a]  Aereemcpt 

Both  parties  agree  to  negotiate  in  g«>xl  faith  to  conclude  a  formal  USA  joint  venture 
partnership  agreement,  within  60  days.  wlMch  embo<li«  the  principles  herein. 
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V  111.  It  is  the  panics  intent  to  comply  with  the  laws  and  regulations  of  the  United  Stales, 
and  if  it  is  deteniuned  by  either  party  that  this  agreement  docs  not  comply,  then  this 
agreement  may  be  lerminatcd. 


For  ROCKWELI,  INTERNATIONAL  CORPORATION  For  LOCKHEED  M AKTIN  CORPORATION 


^^-g^^"^^^     <ji."is.'Qc. 


Kent  M.  Black  Pclcr  B.  TccLs 

Executive  Vice  President  and  COO  President  and  COO 

Rockwell  Tntcmaiion.!!  Corporation  Lockheed  Martin  Information  and 

Technology  Services  Sector 
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Responses  to  written  questions  submitted  by  Cong.  Hall  resulting  from  the 
November  30,  1995,  hearing. 

QUESTION  1: 

There  are  currently  some  twenty  major  shuttle  operations  contracts.  Will 
those  contracts  be  novated  when  the  single  prime  is  established,  and  will  the 
government  be  liable  for  termination  costs?  If  so,  what  is  the  magnitude  of 
the  termination  costs? 

ANSWER  1: 

At  the  present  time  NASA  does  not  intend  to  terminate  any  contracts, 
regardless  of  the  mode  of  their  eventual  absorption  into  the  SFOC  contract 
(for  example  as  either  a  novation  or  subcontract).  NASA  intends  to 
accomplish  whatever  contractual  action  is  eventually  agreed  to  in 
negotiations  at  the  end  of  contract  performance  periods  or  at  the  beginning 
of  an  option  period  of  the  existing  contracts  such  that  no  terminations  are 
necessary. 

QUESTION  2: 

Will  the  government  or  the  prime  contractor  be  responsible  for  determining 
which  shuttle  facilities  will  be  consolidated  or  eliminated? 

ANSWER  2: 

The  SFOC  contract  makes  the  contractor  responsible  for  acquisition  of 
facility  projects  of  less  than  $200,000  dollars.  Above  that  dollar  amount  the 
prime  contractor  will  be  responsible  for  making  recommendations  to  the 
government  for  consolidation  or  elimination  of  shuttle  facilities.  It  will  be  the 
government's  responsibility  to  determine  which  of  these  recommendations 
are  acted  upon. 

QUESTION  3: 

The  National  Space  Transportation  Policy  states  that  no  decisions  will  be 
made  on  upgrading  the  shuttle  for  continued  operation  past  2012  until  the 
year  2000.  How  will  you  ensure  that  facilities  and  capabilities  required  to 
support  a  future  upgrading  of  the  shuttle  will  be  preserved  under  the  prime 
contract  an-angement? 

ANSWER  3: 

For  several  years,  budget  trades  have  eroded  NASA's  capability  for  major 
upgrades.  There  is  no  plan  to  maintain  facilities,  workforce  or  capabilities 
solely  for  the  purpose  of  protecting  the  option  for  major  upgrades  after  FY 
2000.  However,  significant  capabilities  do  exist  in  the  form  of  critical  skills, 
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tooling,  facilities,  etc.  In  order  to  carry  out  today's  low  level  of  upgrades,  and 
these  would  provide  the  nucleus  for  any  required  buildup  after  the  FY  2000 
decision  point. 

QUESTION  4: 


Was  a  dual  prime  contract  arrangement  ever  considered  as  an  alternative  to 
the  single  prime  contract  approach  chosen  by  NASA?  If  so,  why  was  it 
rejected^* 

ANSWER  4: 

Yes,  the  Kraft  committee  included  this  concept  as  an  option,  but  considered 
it  less  than  optimal  in  that  it  offered  fewer  opportunities  for  center  to  center 
consolidations  (savings). 
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